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BONNEVILLE PROJECT ACT AMENDMENTS OF 1958 


WEDNESDAY, MAY 21, 1958 


Unirep Srares SENATE, 
ComMMITTEE ON Pusiic Works, 
SUBCOMMITTEE ON Rivers AND HAarsors—F Loop ContTroL, 
Washington, D. C. 

The subcommittee met, pursuant to notice, at 9:40 a. m., in room 
412, Senate Office Building, the Honorable Richard L, Neuberger, 
presiding. 

Present: Senators Neuberger, Kuchel, Revercomb, and Jordan. 

Senator Neusercer. The subcommittee will please come to order. 

We will commence as nearly on time as possible because of a rather 
long schedule of witnesses which we have this morning. 

The hearings which commence today and will occupy the next 
few days, are “directed at a subject of very great importance to the 
Pacific Northwest, the organization and the power-marketing policies 
of the Bonneville Power Administration. 

Second, perhaps, only to the operations of the United States Forest 
Service, the river development program of, the Corps of Engineers 
and the Bureau of Reclamation on the Columbia River and its tribu- 
taries is the most important Federal activity in the Pacific Northwest, 
with its vast benefits in flood control, reclamation and irri ation, 
navigation, and the production of the lowest cost, abundant rydro- 
electric power in the United States. The Bonneville Power Admin- 
istration is, of course, the marketing agency for power generated at 
Federal dams in the Columbia River Basin. 

A Federal program of this magnitude necessarily raises a large 
number of problems, some of them controversial. The present hear- 
ings are not directly concerned with a number of these problems 
which have oce upied the attention of various congressional commit- 
tees in the recent past—for example, the construc tion of any particular 
projects, the relationship of dam building to the preservation of fish 
runs, the development of navigation and of reclamation projects. Yet 
the subject matter of these hearings will indirectly have significance 
for all of these topics of great interest in the region, 

The immediate and direct questions, to which these hearings are 
addressed, center around the role of federally generated hydroelectric 
power in the economy of the Pacific Northwest States. It is particu- 
larly timely that these hearings should be initiated now, as the 
growing recession has shown us over the past 2 or 3 years how vul- 
nerable that region’s economy is to fluctuations in demand for just 
a few of its basic natural resources, notably its timber and its minerals. 
Among these natural resources of the Northwest, our abundance of 
water stands out as the one which, rather than being exportable, to 
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the contrary offers the primary hope for economic activity in the 
region itself—both in the form of agricultural fertility and in the 
form of new industrial development fueled by low-cost electric power. 
It is on the second of these phases—the future abundance of low-cost 
power as an attraction to industry—that I hope we can develop an 
informative and constructive record at these hearings. 

Along with all of us who recognize the importance of the Bonne- 
ville power system and its policies to the Northwest, I am indebted 
to the chairman of this committee, Senator Dennis Chavez, and to 
Senator Robert S. Kerr, who is the chairman of this Rivers and 
Harbors Subcommittee, for authorizing the present hearings and for 
delegating to me the responsibility of acting as chairman at them. 

Both of these Senators have a long record of sympathetic and 
understanding concern for the development of Federal public works 
in the Northwest, and I know we can count on this sympathy and 
understanding when the data and the ideas which will be developed in 
the present record come before the committee for action in the form 
of legislation. 

I want to make it clear at this time, as was stated in the announce- 
ment of the hearings, that the development of such a record is the only 
purpose of these hearings at the present time, and I want to emphasize 
that. Weare not aiming at passage of any legislation this year, and we 
do not contemplate that there will be any further action by the com- 
mittee on these problems during the present session of Congress. 

We do believe, however, that it is important that a start be made 
now toward reviewing the whole, broad question of the status of the 
Bonneville power system, of its proper role in the region, and of the 
administrative forms and policies by which this role can best be per- 
formed both in the regional and in the national interest. ‘These hear- 
ings will collect and make available some of the basic information and 
views on this issue for further study by all interested parties, and they 
will also serve to indicate what other information may prove to be 
relevant and should be assembled in the future. 

It is my hope that this will result in the data, ideas, and recommenda- 
tions which will enable the committee staff to draft an improved 
version of S. 3114 for presentation to the Senate Public Works Com- 
mittee in January of 1959. Such a bill then can be the basis for such 
action as the 86th Congress may take on this vital problem. 

I desire to stress that for the benefit of my colleagues, because I 
believe that was the procedure followed, for example, - with the TVA 
self-financing legislation. Extended hearings were held to gather all 
views and recommendations and ideas before any bill anywhere near 
its final version was submitted to the subcommittee and then to the 
full committee. 

Before we begin with the first witness, I should just like to make a 
few comments on the two bills which I have introduced, in cosponsor- 
ship with other Senators, and which form the basis of these hearings. 
I think that the text of these bills, S. 2206 and S. 3114, should appear 
in the record at the end of these remarks, and without objection I will 
so order that. 

As T explained in the Senate on January 23, 1958, when I introduced 
it, the bill to reorganize the Bonneville Poene Administration in the 
form of a Government corporation, to be known as the Columbia 
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River Development Corporation, was drafted by the Northwest Public 
Power Association. 

The basic idea of such a Government corporation, even though not 
every detail of the draft bill, has also long been advocated by the Ore- 
gonian, one of the leading newspapers in ‘the region involved. Under 
the leadership of these two, the proposal has won widespread attention 
and interest in the region as one possible method by which the Federal 
role in power development and power marketing in the Columbia 
Basin could be put on a more systematic basis than is now the case— 
particularly when we recognize—and I wish to emphasize this point— 
that for its entire life of almost a quarter century, the Bonneville Power 
Administration has operated under a statute that was expressly de- 
clared to be provisional and temporary. 

As I stated in my speech of introduction, I am not personally com- 
mitted to this particular proposed solution to the problems of Bonne- 
ville’s proper form and function. I hope to learn a lot more about the 
proposal at these hearings, and I think it constitutes a good basis for 
judging these problems, and for comparison with any other means of 
meeting them. 

Actually, I am not aware that any other persons or groups in re- 
cent years, in or out of Government, have devoted any comparable at- 
tention and thought to these urgent questions or come forward with 
any similarly det ‘tiled and documented proposals concerning them, as 
has been put into this proposal for a Government corporation form 
for Bonneville. That does not mean that this proposal is necessarily 
right or best, but I do think that its opponents face the challenge of 
proposing better ways of accomplishing whatever desirable purposes 
could be achieved. 

From the written comments which have been sent to me on 8. 3114, 
it is already apparent, and I deplore this, that some of the priv ate 
utility companies in the region, and some chambers of commerce and 
other businessmen’s groups, regard this as merely another round in a 
battle between public and private power, and they accordingly dismiss 
the whole issue with a few brief remarks about so-called socialistic 
trends and alleged domination of the region by Washington bureau- 
crats. 

I regret that some people in the region have come to react in such 
automatic w ays to any discussion of the Federal power system in the 
Northwest, without studying it fairly. For example, it is my under- 
standing that with its board wholly composed of residents of the 
Northwest, the proposed corporation would be far less directly run 
from Washington than BPA necessarily must be today, as an agency 
of the Department of the Interior and also under the Bureau of the 
Budget. To be helpful, of course, criticisms as well as statements sup- 
porting any complex proposal such as this should come to grips some- 
what more specifically with some of the actual issues and aspects of 
the proposal. 

Such a preconceived or predetermined attitude toward important 
questions of Columbia Basin power policies is, I think, particularly 
regrettable with respect to S. 2206, my bill to authorize the Bonneville 
Administrator to set up a schedule of priorities for the use of new 
blocks of low-cost power to attract new industries to the region. This 
proposed amendment to the preference clause would base this new 
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class of priorities on 2 factors—tirst, which of several possible indus- 
tries applying for new blocks of low-cost power would make the great- 
est total contribution to the economic development of the region, in the 
way of payroll in relation to power used, extent of raw materials pur- 
chased and further manufacture taking place within the region, et 
cetera; and second, the widest and fairest possible distribution of these 
power- based economic and industrial benefits throughout the several 
States of the region, upstream as well as downstream. 

That share of new Federal power which was not set aside for the 
industrial priority schedule would continue to be sold, as now, under 
the unchanged terms of the present preference clause. 

This proposal reflects one conclusion which I have reached with re- 
spect to Bonneville power marketing policies. It is this: Now that 
the basic task of domestic and rural access to electric service has been 
almost wholly completed in the Northwest, we must use such new sup- 
plies as we may yet develop of the low-cost power which is our great- 
est industrial asset for the purpose of industrial and economic devel- 
opment throughout the Northwest—even at the cost of ultimately pay- 
ing a little higher price, if necessary, for the power to light our homes, 
cook food, heat water and run our TV sets. The simple fact is, that 
as a magnet to attract industry, the low cost of Federal power is 
indispensable. 

There is no other low-cost industrial fuel in the Northwest. But 
there are alternative ways to meet the domestic needs of the hundreds 
of thousands of homes in the cities and towns of the Northwest, if the 
time ever comes when there is not enough low-cost hydroelectric power 
for both purposes and we must make choices. I think when hard 
choices must be made, jobs and payrolls must take some priority, and 
that is what S. 2206 would provide. 

I recall being impressed, some months ago, by the manner in which 
this economic “signific ance of low-cost power was understood and 
appreciated by the business groups of upper New York State, some 
of whom made a special trip tothe TVA area to study how they might 
best make use of new supplies of low-cost power that will become 
available from the St. Lawrence and Niagara developments in their 
region; and also by the similar attitude toward low-cost power shown 
by business and community leaders in British Columbia, who are 
planning to build a tremendous industrial complex on the very 
precedents which they have observed further downstream along the 
Columbia River in the Pacific Northwest. 

This is another subject which, it seems to me, both public-power and 
private-power advocates and the general public need to approach 
with an open mind and a broad view of the total public interest. At 
this hearing, I shall be interested to hear witnesses from the Bonneville 
Power Administration itself review the course of BPA’s policies 
toward power distribution, and of the agency’s changing views of its 
proper role and function in the marketing of the Federal power within 
its jurisdiction. 

This is all I want to say at this time on the subjects before us, and I 
look forward to being enlightened about them by the witnesses who 
will appear before our subcommittee during the next 3 days. 
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(S. 2206 and S. 3114 follow :) 


[S. 2206, 85th Cong., 1st sess.] 

A BILL To amend the Bonneville Project Act to authorize the Administrator to establish 
priorities and preferences so as to benefit the general public and to promote diversified 
economic development fairly and equitably throughout the several States of the Columbia 
River Basin 
Be it enacted by the Senate and House of Representatives of the United States 

of America in Congress assembled, That section 4 (a) of the Bonneville Project 

Act, title 16, United States Code, section 832c (a), be amended to read: 

“In order to insure that the electric energy disposed of by the Administrator 
appointed under this Act will benefit the general public fairly and equitably 
throughout the whole Columbia River Basin, the Administrator may establish 
priorities for industrial uses which will best promote the diversified economic 
development of the several States of the basin and for distribution to domestic 
and rural consumers, and with respect to such distribution the Administrator 
shall, in disposing of such energy, at all times give preference and priority to 
public bodies and cooperatives.” 


[S. 8114, 85th Cong., 2d sess.] 


A BILL To amend the Bonneville Project Act in order to establish the Columbia River 
Development Corporation 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Bonneville 
Act Amendments of 1958”. 

Sec. 2. Section 1 of the Act entitled “An Act to authorize the completion, main- 
tenance, and operation of Bonneville project for navigation, and for other pur- 
poses”, approved August 20, 1937 (50 Stat. 731), is amended by designating the 
existing section as subsection “(a)” of section 1, by striking the language of the 
section following the term “this Act” appearing in the first sentence, adding a 
period after said term and by adding thereto the following new subsection: 

“(b) There is hereby created, subject to the direction and supervision of the 
President, or the head of such agency as he may designate, a body corporate to 
be known as the Columbia River Development Corporation (hereinafter referred 
to as ‘the Corporation’). Notwithstanding the provisions of any other law, any 
Federal agency operating power producing facilities in the Pacific Northwest shall 
upon request of the Corporation deliver the electric energy, not required for the 
operation of such project, to the Corporation for disposition in accordance with 
the terms of this Act. Any such agency constructing and operating any hydro- 
electric project under other law shall install and maintain such machinery, 
equipment, and facilities for the generation of electric energy as in the judgment 
of the Corporation is desirable and, to the extent consistent with the operation 
of such project for all purposes for which authorized, shall schedule the opera- 
tions of the several electrical generating units and appurtenant equipment and 
dam operated by it in accordance with the requirements of the Corporation.” 

Sec. 3. Subsection (a) of section 2 of said Act, as amended, is further amended 
to read as follows: 

“(a) The management of the Corporation shall be vested in a Board of five 
full-time Directors who shall be appointed by the President, by and with the 
advice and consent of the Senate, and who shall receive compensation at the rate 
of $20,000 per annum. The Chairman of the Board shall be designated by the 
President. 

“The Board shall be responsible for policy, directive, and general supervisory 
functions. To assist the Board in the execution of the functions vested in the 
Corporation, the Board shall appoint a general manager as chief executive officer, 
who shall be responsible to the Board and shall perform such duties as the Board 
may from time to time designate. 

“A Director shall be appointed for a term expiring five years after the expira- 
tion date of the term for which his predecessor was appointed, except that (1) 
the terms of office of the Directors first taking office after the enactment of the 
Bonneville Act Amendments of 1958 shall expire as designated by the President 
at the time of appointment, one at the end of each of the five successive one-year 
periods following the date of enactment of such amendments, and (2) a Director 
appointed to fill a vacancy in the Board occurring prior to the expiration of the 
term for which his predecessor was appointed shall be appointed for the re- 








6 BONNEVILLE PROJECT ACT AMENDMENTS OF 1958 


mainder of such term. A successor to a Director shall be appointed in the same 
manner as the original Directors. Upon the expiration of his term, a Director 
shall continue in office until his successor is appointed and is qualified. 

“Vacancies in the Board so long as there be three Directors in office shall not 
impair the powers of the Board to act. Three Directors shall constitute a quorum 
to transact the business of the Board. The vote of a majority of Directors 
present shall be sufficient to decide any issue before the Board. 

“Directors shall be citizens of the United States who shall have been residents 
of the Pacific Northwest for a period of five years preceding their appointment 
and persons who profess a belief in the feasibility and wisdom of this Act, but 
not more than two Directors at any one time shall be appointed from among the 
residents of any one State. No Director shall, during his continuance in office, 
be actively engaged in any other business or have a financial interest in any 
public utility engaged in the business of generating, transmitting, distributing 
or selling power to the public, or in any holding company or subsidiary company 
of a holding company as those terms are defined in the Public Utility Holding 
Company Act of 1935. 

“Subject to the provisions of this Act, the Corporation is authorized to acquire, 
construct, operate, maintain, and improve in the Pacific Northwest such hydro- 
electric projects or other power producing facilities as may now or hereafter 
be authorized by the Congress, and shall dispose of all electric energy generated 
in the operation of Federal hydroelectric projects and other power facilities in 
the Pacific Northwest. In order to carry out the purposes of this Act and to 
promote the unified and orderly development of the Columbia River Basin 
through the timely construction of multiple purpose projects for the improve- 
ment of navigation, control of floods, irrigation and reclamation, power, and 
other purposes, the financial feasibility of which depends upon the sale of electric 
energy, the Corporation shall be responsible for preparing and presenting to the 
Congress advance programs for construction of such projects and other facilities 
as will meet the anticipated net power requirements of the Pacific Northwest. 
The Corporation shall, upon authorization by the President, make necessary ar- 
rangements to assure coordination of its activities with those of the Governments 
of Canada, British Columbia or any agency of either, with respect to the utiliza- 
tion of water resources within Canada or the United States which affect waters 
in the other country. 

“It shall be the duty of the Board to obtain counsel, assistance, and participa- 
tion of the interested people of the Pacific Northwest, particularly through 
representatives of State and local governments and other organizations, public 
and private. To this end the Board is directed to hold annual public meetings 
at which the views of those interested can be presented and information con- 
cerning the Corporation’s policies and programs shall be made available to the 
public. The Board is authorized to make additional arrangements for such 
consultation and interchange of views with respect to the formulation and ex- 
ecution of Corporation programs as it may deem advisable.” 

Sec. 4. Subsection (b) of section 2 of said Act is amended to read as follows: 

“(b) In order to encourage the widest possible use of all electric energy 
that can be generated and marketed and to provide reasonable outlets therefor, 
to prevent the monopolization thereof by limited groups, and to promote the di- 
versified economic and industrial development of the several States in the basin, 
the Corporation is authorized and directed to provide, construct, operate, main- 
tain, and improve such electric transmission lines and substations, and facilities 
and structures appurtenant thereto, as it finds necessary, desirable, or appro- 
priate for the purpose of transmitting electric energy available for sale, from 
the power producing facilities under its control to existing and potential markets, 
and, for the purpose of interchange of electric energy, to interconnect with 
projects and power systems now or hereafter constructed.” 

Sec. 5. Subsection (c) of section 2 of said Act is amended by inserting the 
word “exchange” after the word “lease” and by changing the period at the end 
of the first sentence to a colon and inserting the words: “Provided, That the 
Corporation may, in accordance with such regulations as it may prescribe, reim- 
burse owners and tenants of land who are required to move because of the ac- 
quisition of such lands or any interest therein by the Corporation, a reasonable 
amount, not to exceed 25 per centum of the fair value of the land interest ac- 
quired, for expenses and other losses and damages incurred by them as a result 
of such moves.” 

Src. 6. Subsection (e) of section 2 of said Act is amended by inserting the 
word “exchange” after the word “lease” and by deleting the proviso. 
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Src. 7. Section 2 of said Act, as amended, is further amended by adding thereto 
the following new subsection : 

“(g) The Corporation— 

(1) shall have succession in its corporate name; 

“(2) may adopt and use a corporate seal, which shall be judicially 
noticed ; 

“(3) may sue and be sued in its corporate name; 

“(4) may adopt, amend, and repeal bylaws, rules, and regulations govern- 
ing the manner in which its business may be conducted and the powers 
vested in it may be exercised ; 

“(5) may carry out activities necessary or appropriate for the generation 
of electric energy, including contracting or arranging for the purchase or 
exchange of electric energy, for the use of transmission facilities and for 
the purchase, exchange, sale, storage, or release of water (including the 
exchange of electric energy or the use of transmission facilities therefor), 
incident to the generation, transmission, and disposition of electric energy 
produced at both Federal and non-Federal projects, and the limitations in 
subsection (a) of this section and section 7 of this Act on the area within 
which the Corporation may construct or acquire hydroelectric projects shall 
not be construed to extend to the purchase or exchange of electric energy 
or the purchase, exchange, sale, storage, or release of water ; 

“(6) may make and carry out arrangements for the protection, alteration, 
reconstruction, relocation, replacement, or removal of railroad tracks and 
facilities, highways, bridges, mills, ferries, electric light plants, and any 
other properties, enterprises, and projects which have been or are to be 
destroyed, flooded, otherwise damaged, or endangered, as the result of any 
projects or activities of the Corporation ; 

“(7) shall be held to be an inhabitant and resident, within the meaning 
of the laws of the United States relating to the venue of civil suits, of any 
judicial district in whole or in part within the region, in which the Corpora- 
tion carries on activities at the time of the commencement of suit. The 
Corporation may be sued in the district court of the United States for any 
such district without regard to the amount in controversy. Any proceed- 
ing brought against the Corporation in a court of any State may be re- 
moved by the Corporation to the district court of the United States for 
the district in which such proceeding is pending, and, to effect such re- 
moval, it shall not be necessary that any other party or parties defendant 
join in the petition for removal; 

“(8) may settle and adjust claims held by it against other parties or 
persons or by other parties or persons against it, for which purpose the 
Corporation shall have with respect to claims within the scope of title 28, 
United States Code, chapter 171 (tort claims procedure) the functions as- 
signed to the Attorney General by that chapter ; and 

“(9) shall annually file with the President and the Congress a financial 
statement and a complete repert as to the business of the Corporation cov- 
ering the preceding governmental fiscal year.” 

Sec. 8. Section 3 of said Act is hereby amended by adding thereto the 
following: 

“As employed in this Act the term ‘Pacific Northwest’ means the area com- 
prising the States of Washington, Oregon, and Idaho and that part of the State 
of Montana which is within the Columbia River Basin. 

“As employed in this Act the term ‘Columbia River Power System’ means the 
facilities and properties of the Bonneville Power Administration and all Fed- 
eral hydroelectric projects now or hereafter constructed in the Pacific North- 
west (excluding, however, such specific nonpower facilities as do not constitute 
an integral part of any power dam or are not necessary for the operation of the 
project for the generation of power), and all Federal property or facilities within 
the Pacific Northwest held primarily for the specific use or benefit of the Bonne- 
ville Power Administration or in connection with the operation, maintenance, 
or administration of the hydroelectric projects hereinabove described.” 


by striking the first sentence and inserting the following in lieu thereof: “Sub- 
ject to the provisions of this Act the Corporation shall negotiate and enter into 
contracts for the sale at wholesale of electric energy, either for resale or direct 
consumption to public bodies and cooperatives and to private agencies and per- 
sons and for the disposition of electric energy to Federal agencies.” 
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Sec. 10. Section 5 of said Act, as amended, is further amended by adding 
thereto the following new subsection : ; 

“(c¢) The Corporation may enter into agreements with its power customers 
and power systems interconnected with its facilities for the performance of 
operating and maintenance services, emergency repairs or the maintenance of 
power facilities on a reimbursable, mutual exchange or replacement basis. 

Sec. 11. Section 6 of said Act, as amended, is hereby further amended to read 
as follows: : 

“Sec. 6. (a) Schedules of rates and charges for the services to be contracted 
hereunder, including but not limited to those for the sale of electric power and 
energy, and for the use of transmission facilities in carrying energy generated 
at non-Federal projects shall be established by the Corporation from time to 
time, at the lowest possible levels consistent with sound business principles, but 
not less than levels which in the aggregate will produce, from estimated sales of 
electric energy, revenues at least sufficient to cover (1) all costs of operation 
and maintenance, including the purchase of electric energy, (2) the principal 
and interest on all outstanding revenue bonds, and (3) the principal and interest 
due the United States pursuant to section 11 of this Act. Rate schedules may 
provide for uniform rates or rates uniform throughout prescribed transmission 
areas. 

“(b) The Corporation shall determine (1) the costs of its facilities, including 
the land and interests in land on which such facilities are constructed, and (2) 
the costs of operating and maintaining such facilities, of purchasing electric 
energy, and of carrying on the other activities of the Corporation. The Corpora- 
tion shall allocate such costs among the various purposes served by the facilities 
and activities, except that costs of water control projects shall be allocated 
among the following purposes only, except where the Congress expressly author- 
izes allocations for such a project to specific additional purposes: (1) generation, 
transmission, and disposition of electric energy; (2) reclamation; (3) domestic, 
municipal or industrial water supply; (4) flood control; (5) navigation; (6) 
preservation and propagation of fish and wildlife; (7) recreation development ; 
(8) pollution control or abatement; (9) watershed management; and (10) other 
purposes, if any, to which costs of Federal water control projects may be allocated 
under the provisions of Federal laws applicable to such Federal water control 
projects. Costs with respect to facilities and activities serving only one purpose 
shall be allocated to that purpose. Costs with respect to facilities and activities 
serving more than one purpose shall be equitably allocated among such purposes. 
Such allocations thus made by the Corporation shall be final upon approval by 
the President. 

“(c) In order to facilitate sound financial administration, and insure full dis- 
closure as to probable cost allocations for its multiple-purpose water control 
projects, the Corporation shall present a tentative cost allocation report on each 
proposed new multiple-purpose project, facility, activity, or major modification 
thereof, including major modification in the purposes and methods of operation. 
The report shall be prepared in accordance with subsection (b) of this section. 
The tentative cost allocation report shall be the basis for assigning and crediting 
costs during the construction period of the project subject to adjustment when 
the final cost allocation report is approved. Consistent with the tentative cost 
allocation report and upon the completion of the project, and from time to time 
in the case of continuing activities, the Corporation shall prepare a cost allocation 
report on the actual costs which shall be final upon approval by the President. 

“(d) The Corporation shall at all times maintain complete and accurate books 
of account, including with respect to its purchase, generation, transmission, and 
disposition of electric energy, accounts kept in accordance with section 303 of the 
Federal Power Act, as amended.” 

SEC. 12. Section 7 of said Act is hereby amended to read as follows: 

i SEc. ¢. (a) The Corporation shall prepare an advance program after con- 
sidering pertinent existing surveys and plans conducting such additional surveys 
and investigations as may be necessary and obtaining the advice and assistance 
of appropriate Federal, State, and local agencies. Such advance program shall 


among other things set forth the nature, extent, general location, sequence, and 
timing of major projects recommended ; the method by which such major projects 
are proposed to be undertaken including the arrangements recommended for 
joint and cooperative action by the Corporation, other Federal agencies and 
State, local, and other agencies: with respect to each such project, evidence 
that such project is economically sound and in the public interest including, 
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where appropriate, estimates of costs and benefits, of allocation of costs to 
the various purposes to be served and amounts to be repaid by the beneficiaries. 
I he first advance program shall be submitted to the President and Congress 
within two years from the date of enactment of the Bonneville Act Amendments 
of 1958, and shall thereafter be revised annually and submitted with the budget 
program of the Corporation. Prior to the presentation of the advance program 
to the President and Congress it shall be submitted to the Governors of the 
States of Montana, Idaho, Oregon, and Washington, the Secretary of the Interior 
and the Secretary of the Army and shall be accompanied by their comments. 

“The ultimate objective of such advance programs shall be the conservation, 
development, and improvement of the water resources of the Pacific Northwest 
to obtain the optimum public benefit from the use of such resources for all 
beneficial public uses, avoiding unnecessary limitations upon the multiple 
purpose use of such water resources taking into account other possible projects 
within the area for the development of water power and other purposes. The 
programs shall take cognizance of the desirability of providing such storage 
facilities as would reduce the maximum flow of the Columbia River of record 
at The Dalles, Oregon, to a rate not exceeding six hundred thousand cubic feet 
per second and such plans for the development and improvement of navigation 
as have been developed by the Corps of Engineers of the United States Army 
and approved by Congress. 

“(b) The economical, unified development and regulation of the Columbia 
River system requires that no dam or appurtenant work, affecting in any 
manner the present or future construction, operation, or maintenance of water 
control structures on the Columbia River or its tributaries, be constructed 
until plans for such construction, operation, or maintenance shall have been 
submitted to and approved by the Board; and the construction, commencement 
of construction, operation, or maintenance of such structures without such 
approval is hereby prohibited. Not more than six months after the submission 
of such plans the Corporation shall submit to the applicant proposed findings 
upon the relation of such work to the Columbia River system and the economical 
unified development and regulation thereof and upon the request of the applicant 
shall hold a public hearing upon the application. When such plans shall have 
been approved, deviation therefrom either before or after completion of such 
structures is prohibited unless the modification of such plans has previously 
been submitted to and approved by the Board. 

“The requirements of this subsection shall not be construed to be a substitute 
for the requirements of any other law of the United States or of any State, now 
in effect or hereafter enacted, but shall be in addition thereto, so that any 
approval, license, permit, or other sanction now or hereafter required by the 
provisions of any such law for the construction, operation, of maintenance of 
any structures whatever, except such as may be constructed, operated, or main- 
tained by the Corporation, shall be required, notwithstanding the provisions of 
this subsection. 

“(e) The construction of hydroelectric projects and other power facilities 
shall be limited to the Pacific Northwest and to specific power facilities, facilities 
jointly used for power and one or more other purposes, and such specific non- 
power facilities, the construction of which is necessary for or incidental to the 
construction of the projects for the generation of power, which shall have been 
included in the annual budget program submitted to the Congress in accordance 
with the Government Corporation Control Act. 

“(d) The Corporation shall operate and maintain hydroelectric projects and 
other power facilities constructed or acquired by it pursuant to this Act. The 
Corporation shall operate and maintain at its own expense the portion of such 
hydroelectric projects and facilities which are allocated to purposes other than 
power, but this obligation shall not be construed to prevent making of the credit 
with respect to the costs of such operation and maintenance which is provided 
by subsection (d) of section 11 of this Act. : 3 

“(e) Any Federal agency having data or information pertinent to the func- 
tions of the Corporation is authorized and directed to make such information 
available to the Corporation. The Corporation is authorized to cooperate with, 
carry out its functions through, and utilize the work and services of any Federal 
of State agency upon such terms and conditions as may be agreed upon by the 
Corporation and such agency, and the advance of funds made available in accord- 
ance with the terms and conditions of this Act is hereby authorized. Any agree- 
ment for the construction, operation, or maintenance of any hydroelectric proj- 
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ect by a non-Federal agency shall be as favorable to the United States as if the 
project were constructed, operated, or maintained by the Corporation. 

“(f) The authority granted by this section is in addition to the authority 
granted by any other Act. The Corporation shall operate water-control projects 
in accordance with regulations of the Secretary of the Army authorized by law 
relating to flood control. 

“(g) Nothing in this Act shall be construed as affecting or intended to affect 
or to in any way interfere with the laws of any State relating to the control, 
appropriation, use, or distribution of water used in irrigation, or any vested 
right acquired thereunder, and the Corporation, in carrying out the provisions 
of this Act, shall proceed in conformity with such laws, and nothing herein shall 
in any way affect any right of any State or of the Federal Government or of any 
landowner, appropriator, or user of water in, to, or from any interstate stream 
or the waters thereof.” 

Sec. 13. Section 8 of said Act is hereby amended by striking the figure “$500” 
appearing therein and substituting therefor the figure “$3,000”. 

Sec. 14. Section 9 of said Act, as amended, is hereby further amended to read 
as follows: 

“Sec. 9. (a) To make continuously available independent assistance and coun- 
sel reflecting the needs and opinions of the people of the Pacific Northwest, there 
is hereby established the Advisory Council of the Columbia River Development 
Corporation which shall be composed of fifteen members. One member shall be 
designated by the Secretary of the Army, one member by the Secretary of the 
Interior, one member by the Federal Power Commission, and one member by the 
Secretary of Agriculture. Eleven members, who shall be residents of the Pacific 
Northwest, shall be appointed by the Board. In making such appointments, the 
Board shall endeavor to obtain representation of all groups of persons within the 
Pacific Northwest directly affected by the activities of the Corporation. A Coun- 
cil member shall be appointed for a term expiring five years after the expiration 
date of the term for which his predecessor was appointed, except that (1) the 
terms of office of the Council members first taking office after the enactment of 
the Bonneville Act Amendments of 1958 shall expire as designated by the Board, 
three at the end of each of the five successive one-year periods following the 
date of enactment of such amendments, and (2) a Council member appointed 
to fill a vacancy occurring prior to the expiration of the term for which his 
predecessor was appointed shall be appointed for the remainder of such term. 
A successor to a Council member shall be appointed in the same manner as such 
Council member. 

“(b) The Advisory Council shall annually elect a Chairman and shall meet at 
the call of the Chairman of the Advisory Council or the call of the Board, but 
not less often than once each calendar quarter. The Council shall review the 
general policies of the Corporation, including its advance program, policies in 
connection with design and construction of facilities, power marketing policies 
and the establishment of rates and charges and other matters, and shall advise 
the Board with respect thereto. The meetings of the Advisory Council shall be 
open to the public. 

*“(ce) Subject to national security requirements, the Advisory Council shall 
have access to any and all records of the Corporation and shall have authority 
to obtain such information as it may desire with respect to the operations of 
the Corporation, whose officers shall be required to supply any such informa- 
tion which may be reasonably obtainable under such regulations as the Board 
may from time to time approve. The Board shall furnish such facilities and 
personnel as may be reasonably required by the Advisory Council to carry out 
its functions under this Act. 

“(d) Members of the Advisory Council may attend any annual public meeting 
held under subsection (a) of section 2 hereof and shall be compensated therefor 
as hereinafter provided. 

“(e) The Advisory Council may make such studies related to the program, 
policies, and activities of the Corporation as it deems necessary and shall pub- 
lish or otherwise publicize its findings and recommendations. 

“(f) All expenses of the Advisory Council shall be paid from the funds of 
the Corporation as a current expense. The members of the Advisory Council 
who are not State or Federal officials shall receive such reasonable compensa- 
tion as the Corporation may determine when actually engaged in the perform- 
ance of their duties, and all members shall receive necessary traveling ex- 
penses for attending any authorized meetings.” 
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Seo. 15. Section 10 of said Act, as amended, is hereby further amended to 
read as follows: 

“Sec. 10. (a) The Corporation shall, subject to the civil service laws and the 
Veterans Preference Act of 1944, as amended, and without regard to the Classi- 
fication Act of 1949, as amended, or any other law, rule or regulation relating 
to Government employment, employ and fix the compensation of such officers, 
employees, attorneys, agents, and consultants as are necessary for the trans- 
action of its business, define their duties, require bonds of such of them as the 
Board may designate, the premiums for which shall be paid by the Corporation, 
and provide a system of organization to fix responsibility and promote ef- 
ficiency. Subject to the provisions of this Act, the Corporation is authorized to 
deal collectively with its employees through representatives of their own choos- 
ing and is authorized to enter into written or oral contracts with such employee 
representatives. 

“(b) In the employment, selection, classification, and promotion of officers 
and employees of the Corporation, no political test or qualification shall be per- 
mitted or given consideration, but all such employments and promotions shall 
be given and made on the basis of merit and efficiency. It shall be unlawful 
to make or assist in the making of or cause to be made any employment, selec- 
tion, classification, or promotion of any officer or employee of the Corporation 
on the basis of or because of any political qualification or test, and if the Gen- 
eral Manager violates this provision he shall be removed from office by the 
Board. Any officer or employee of the Corporation who is found to be guilty 
of a violation of this subsection shall be removed by the General Manager. 

“(c) The benefits of the Act of September 7, 1916 (39 Stat. 743), as amended, 
relating to compensation for employees of the United States suffering injuries, 
shall extend to persons given employment under the provisions of this Act; and 
the right to benefits under such Act of September 7, 1916, as amended, shall be 
exclusive and in place of any and all other liability of the Corporation and 
the United States to pay damages or workmen’s compensation to such persons, 
or to the dependents, next of kin, or legal representative of such persons, or to 
any person otherwise entitled to recover damages, on account of injury or 
death within the purview of such Act. 

“(d) The provisions of the Act of March 3, 1931 (46 Stat. 1494), as amended, 
shall apply to all contracts in excess of $2,000 to which the Corporation is a 
party and which require the employment of laborers or mechanics in the con- 
struction, alteration, maintenance, or repair of its buildings, dams, locks, or 
other structures or facilities, except that the powers of the Comptroller Gen- 
eral of the United States thereunder with respect to payment of amounts with- 
held from contractors shall be exercised by the Corporation with respect to 
funds within its control. In the determination of such prevailing rate or rates, 
due regard shall be given to those rates which have been secured through col- 
lective agreement by representatives of employers and employees. 

“(e) The Corporation is authorized to request the assistance and advice of 
any officer, agent, or employee of any executive department, independent oflice, 
or agency of the United States to enable the Corporation the better to carry 
out its powers successfully. The executive departments and independent of- 
fices and agencies of the United States are authorized to make such officers, 
agents, and employees available to the Corporation with or without reimburse- 
ment upon terms mutually agreeable to such department, independent office, 
or agency and the Corporation. ; 

“(f) The Corporation shall contribute to the civil service retirement and dis- 
ability fund, on the basis of annual billings as determined by the Civil Service 
Commission, for that part of the Government’s share of the cost, which is not 
covered by the Corporation’s contribution under section 4 (a) of the Civil Service 
Retirement Act, of the civil service retirement system applicable to the Corpo- 
ration’s employees and their beneficiaries. The Corporation shall also contribute 
to the employee’s compensation fund, on the basis of annual billings as deter- 
mined by the Secretary of Labor, for the benefit payments made from such fund 
on account of the Corporation’s employees. The annual billings shall also in- 
clude a statement of the fair portion of the cost of the administration of the 
respective funds, which shall be paid by the Corporation into the Treasury as 
miscellaneous receipts.” 

Src. 16. Section 11 of said Act is hereby amended to read as follows: 

“Seo. 11. (a) Revenues of the Corporation during any fiscal year may be used 
solely for the following purposes, subject to limitations imposed pursuant to the 
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Government Corporation Control Act, and subject to the following order of 
priority : 

“(1) To pay the direct cost of operating the Corporation’s power system and 
maintaining its property (including but not limited to operating and main- 
tenance costs allocated to purposes other than power but authorized by section 7 
of this Act, and charges under agreements for the operation or rental of facilities 
or other properties, or for the purchase of energy or water), and to pay such 
administrative expenses as the Board may deem necessary to carry out the au- 
thorized activities of the Corporation. 

“(2) To pay the cost of any replacement of equipment or facilities when such 
payment is found by the Board to be essential to avoid a breakdown in the then- 
existing service or an impairment of the then-existing net revenues of the Corpo- 
ration, except as may otherwise be provided by covenant in any obligation issued 
under subsection (b) of this section. 

“(3) To pay interest on and principal of obligations issued under subsection 
(b) of this section. 

(4) To provide reserves in such amount and manner as may be required by 
the terms of any obligations outstanding, and in such additional amount as the 
Board may deem necessary and appropriate to the purposes of this Act. 

“(5) To pay interest and principal to the United States in such amounts as 
may be necessary to comply with subsection (d) of section 12 of this Act. 

“(6) To pay the cost of such acquisition, construction, improvement, or re- 
placement of facilities or other properties as may be authorized by this Act 
and directed by the Board. 

“(7) To effect the advance retirement of any obligations of the Corporation. 

“(b) In order to finance the authorized acquisition, construction, improve- 
ment, and replacement of facilities or other property, to provide necessary work- 
ing capital, and to refund its outstanding obligations, the Corporation may from 
time to time issue negotiable interest-bearing obligations secured by a pledge 
of its revenues, to the extent required, to the payment of the interest on and 
principal of such obligations, subject to the following conditions: 

“(1) The interest and principal amount of all such obligations shall rank 
equally as to the priority of claim on revenue regardless of the date of issue. 

“(2) Each issue of such obligations shall mature in not to exceed fifty years, 
and provision shall be made, by serial maturities, sinking fund payments, or 
otherwise, for the complete amortization and retirement of each issue of such 
obligations within a period of fifty years from date of issuance. 

“(3) All such obligations shall bear interest at the rate of 21% per centum per 
annum. 

“(4) The amount of any such issue added to the outstanding long term obliga- 
tions of the Corporation shall not exceed the net plant investment and the cost 
of the construction work in progress of the Corporation. 

“(5) No such obligations shall be issued for the purpose of financing or re- 
financing any obligation owing from the Corporation to the United States as- 
sumed pursuant to subsection (d) of section 12 of this Act. 

(6) No such obligations shall be issued except upon terms and pursuant to 
arrangements approved by the Secretary of the Treasury as hereinafter provided 
and except in accordance with the limitations of subsection (c) of this section. 
The determination of the Board regarding the need for and the approximate 
timing of any proposed issue shall be final, and the Secretary of the Treasury 
shall approve the terms and arrangements pertaining to any proposed obligation 
if he is satisfied (A) that it appears reasonably probable that all installments 
of principal and interest on such obligations will be met from revenues of the 
Corporation, and (B) that, having due regard to the finality of the determina- 
tion of the Board as herein provided, such terms and conditions are reason- 
ably adapted to the orderly management of the fiscal affairs of the Government. 

“(c) In order to effectuate the purposes of this Act— 

“(1) The Board shall at all times keep the Secretary of the Treasury fully 
informed concerning the fiscal operations and status of the Corporation, and, 
not less than once each year, shall transmit to the Secretary of the Treasury a 
report containing an estimate of the capital requirements of the Corporation ‘for 
the ensuing six years or such longer period as the Board deems feasible, an 
estimate of earnings and expenses during the same period, and such supplemental 
information as the Board deems necessary and appropriate or as the Secretary 
of the Treasury may request. 
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“(2) As soon as practicable after the Board considers it probable that addi- 
tional obligations must be issued, it shall consult with the Secretary of the 
Treasury, or such officer as he may designate, regarding the terms and arrange- 
ments pertaining to such obligations. 

“(3) After the Board has determined the terms and arrangements (including 
the probable date of issuance) pertaining to any issue of obligations which the 
Board proposes to sell it shall request the Secretary of the Treasury to approve 
the issue pursuant to subsection (b) (6) of this section. Such request shall be 
made not more than one hundred and twenty days and not less than ninety days 
prior to the proposed date of sale of the issue. 

“(4) The Secretary of the Treasury is authorized and directed to purchase 
any obligations of the Corporation issued hereunder. For the purposes of this 
subsection the Secretary of the Treasury is authorized to use as a public debt 
transaction the proceeds from the sale of any securities issued under the Second 
Liberty Bond Act, as amended. The purposes for which securities may be is- 
sued under the Second Liberty Bond Act, as amended, are extended to include 
any purchases of the Corporation’s obligations hereunder. 

“(d) All costs allocated to purposes other than power and paid by the Cor- 
poration shall be applied as a credit on payments due the United States under 
subsection (e) of this section. 

“(e) The liability of the Corporation incurred under section 12 hereof and 
amounts appropriated for costs allocated to power for facilities otherwise ac- 
quired by the Corporation or for the generation and delivery of power to the 
Corporation under subsection (b) of section 1 hereof, and interest thereon on the 
balances remaining from time to time unpaid shall be paid over a period of 
fifty years. Equal annual payments shall not be required, but 20 per centum 
of the principal shall be paid by the end of each ten year period of the term. 
Payments pursuant to this subsection shall not be made until after the Cor- 
poration has met all requirements for operation and maintenance of its prop- 
erties and for servicing its outstanding obligations. Amounts credited on such 
payments, pursuant to subsection (d) of this section shall constitute a pay- 
ment within the requirements of this subsection. The rate of interest for each 
fiscal year shall be the average interest cost on all outstanding marketable in- 
terest-bearing obligations of the United States Treasury as computed by the 
Secretary of the Treasury as of June 30th of the preceding fiscal year. 

“(f) There is hereby established in the Treasury a Columbia River Develop- 
ment Corporation Fund which shall consist of such amounts as may be paid into 
the fund by the Corporation or made available in any manner to the Corpora- 
tion in accordance with the terms of this Act, which fund shall be available 
for the expenditures of the Corporation. The Corporation shall determine the 
manner in which such expenditures shall be incurred, allowed, and paid, sub- 
ject to provisions of law specifically applicable to Government corporations. 

“(g) Appropriations to carry. out any of the purposes of this Act are hereby 
authorized.” 

Sec. 17. Section 12 of said Act, as amended, is hereby further amended to 
read as follows: 

“Sec, 12. (a) At such time or times five years or more after the assumption 
of office of the Board as the President may determine that more effective manage- 
ment, a reduction in expenditures or efficiency of operations will be promoted 
thereby, the Secretary of the Interior, the Secretary of the Army, and the 
Administrator of General Services are each authorized and directed in the name 
of the United States to transfer to the Corporation the exclusive use, possession, 
and control of all property and any interest therein of every kind and nature, 
contracts, accounts receivable, and miscellaneous and other assets under their 
respective jurisdictions or control constituting a part of or held for the use and 
benefit of the Columbia River Power System, and to execute and deliver appro- 
priate instruments for effecting such transfer. 

“(b) In connection with any transfer under subsection (a), the unexpended 
balances of funds appropriated or otherwise made available for the construction, 
operation, or maintenance of any part of the Columbia River Power System and 
any balance in the special fund receipt account into which revenues from the sale 
of electric energy by the Bonneville Power Administrator are payable pursuant 
to Executive Order Numbered 8256, dated August 26, 1940, shall be transferred 
to the Corporation. All funds transferred hereunder shall be available for ex- 
penditure and shall be expended in the same manner and to the same extent as all 
other funds of the Corporation: Provided, however, That such funds shall be 
expended by the Corporation subject to such limitations as may be prescribed by 
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any applicable appropriation Act during such period as may elapse between their 
transfer and the approval by the Congress of the first subsequent budget program 
of the Corporation under the Government Corporation Control Act. 

“(c) The Corporation shall assume all of the obligations and liabilities of the 
United States pertaining to any properties and contracts transferred to the Cor- 
poration: Provided, That in the sale or disposition of energy from any project 
hereafter constructed, the Corporation shall not be bound by the provision of 
any contract which purports to restrict sales for industrial purposes in any man- 
ner not expressly provided for by this Act. 

“(d) Upon a transfer pursuant to subsection (a), the Corporation shall be- 
come liable to the United States for that portion of the cost of such properties 
and facilities (including all sums appropriated for operation and maintenance) 
which is allocated to power or the obligation to repay which is assigned for 
repayment out of power revenues, less such sums as have been repaid by the 
agency or agencies which had jurisdiction over the property and the marketing 
of any power generated thereat prior to such transfer. Such costs shall be repaid 
as provided in this Act. In the event of a disagreement over such costs or of the 
amount to be repaid, the matter shall be referred to the Comptroller General of 
the United States, whose decision shall be final. 

“(e) Such employees of the United States having duties relating primarily to 
properties to be transferred under subsection (a) hereof as may be designated 
by the Secretary of the Interior, the Secretary of the Army, or the General Serv- 
ices Administrator shall, at the time of transfer, become employees of the 
Corporation. 

“(f) The facilities and properties, contracts, accounts receivable, and mis- 
cellaneous and other assets of the Bonneville Power Administration shall be 
deemed to have been transferred in accordance with the terms of this section on 
the date this Act shall take effect.” 

Sec. 18. Said Act, as amended, is hereby further amended by adding thereto 
the following new sections: 

“Sec. 14. Section 101 of the Government Corporation Control Act is hereby 
amended by inserting after ‘Saint Lawrence Seaway Development Corporation ;’ 
the following: ‘Columbia River Development Corporation ;’. 

“Sec. 15. (a) The consent of Congress is hereby given to the States of Idaho, 
Montana, Oregon, and Washington to negotiate and enter into a compact pro- 
viding in whole or in part for the assumption of the duties and powers of the 
Corporation upon conditions that one qualified person shall be appointed by the 
President of the United States who shall participate in said negotiations as the 
representative of the United States and shall make report to Congress of the 
proceedings and of any compact entered into: Provided, That any such compact 
shall not be binding or obligatory upon any of the parties thereto unless and 
until the same shall have been ratified by the legislatures of each of the four 
States and approved by the Congress of the United States. 

“(b) The right to alter, amend, or repeal this section is expressly reserved. 

“Sec. 16. This Act may be cited as the ‘Columbia River Development Cor- 
poration Act’.” 

Sec. 19. Said Act, as amended, is hereby further amended by striking the 
word “Administrator” wherever it appears therein and substituting therefor 
the word “Corporation” and by striking the pronoun “he” wherever it appears 
therein with reference to the Administrator and substituting therefor the pro- 
noun “it”. 

Sec. 20. The amendments made by this Act shall be effective on such date, 
not more than six months after the date of enactment of this Act, as may be 
designated by the President, except that effective on such date of enactment and 
in accordance with such amendments (1) the members of the Board of Directors 
of the Columbia River Development Corporation may be appointed, and (2) 
such Board may appoint such officers and employees and may make such ex- 
penditures as may be necessary prior to the effective date of such amendments. 
The President is authorized to make available such funds appropriated to the 
Bonneville Power Administration as may be necessary to defray the costs of 
the activities of such Board prior to the effective date of such amendments. 
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(The Bonneville Project Act as amended by S. 3114, submitted by 
Mr. Gus Norwood, is as follows:) 


CoLUMBIA RIVER DEVELOPMENT CORPORATION AcT 


(The effect of S. 3114 on the Bonneville Project Act, as amended, would be 
as follows :) 

Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled: 

Section 1. (a) That for the purpose of improving navigation on the Colum- 
bia River, and for other purposes incidental thereto, the dam, locks, powerplant, 
and appurtenant works now under construction at Bonneville, Oregon, and 
North Bonneville, Washington (hereinafter called Bonneville project), shall be 
completed, maintained, and operated under the direction of the Secretary of 
War and the supervision of the Chief of Engineers, subject to the provisions of 
this Act. 

(b) There is hereby created, subject to the direction and supervision of the 
President, or the head of such agency as he may designate, a body coporate to 
be known as the Columbia River Development Corporation (hereinafter referred 
to as “the Corporation”). Notwithstanding the provisions of any other law, any 
Federal agency operating power-producing facilities in the Pacific Northwest 
Shall upon request of the Corporation deliver the electric energy, not required 
for the operation of such project, to the Corporation for disposition in accord- 
ance with the terms of this Act. Any such agency constructing and operating 
any hydroelectric project under other law shall install and maintain such machin- 
ery, equipment, and facilities for the generation of electric energy as in the 
judgment of the Corporation is desirable and, to the extent consistent with the 
operation of such project for all purposes for which authorized, shall schedule 
the operations of the several electrical generating units and appurtenant equip- 
ment and dam operated by it in accordance with the requirements of the Cor- 
poration. 

Sec. 2. (a) The management of the Corporation shall be vested in a Board 
of five full-time Directors who shall be appointed by the President, by and with 
the advice and consent of the Senate, and who shall receive compensation at 
the rate of $20,000 per annum. The Chairman of the Board shall be designated 
by the President. 

The Board shall be responsible for policy, directive, and general supervisory 
functions. To assist the Board in the execution of the functions vested in the 
Corporation, the Board shall appoint a General Manager as chief executive offi- 
cer, who shall be responsible to the Board and shall perform such duties as 
the Board may from time to time designate. 

A Director shall be appointed for a term expiring five years after the expira- 
tion date of the term for which his predecessor was appointed, except that (1) 
the terms of office of the Directors first taking office after the enactment of the 
Bonneville Act amendments of 1958 shall expire as designated by the President 
at the time of appointment, one at the end of each of the five successive one- 
year periods following the date of enactment of such amendments, and (2) a 
Director appointed to fill a vacancy in the Board occurring prior to the expira- 
tion of the term for which his predecessor was appointed shall be appointed for 
the remainder of such term. A successor to a Director shall be appointed in 
the same manner as the original Directors. Upon the expiration of his term, a 
Director shall continue in office until his successor is appointed and is qualified. 

Vacancies in the Board so long as there be three Directors in office shall not 
impair the powers of the Board to act. Three Directors shall constitute a 
quorum to transact the business of the Board. The vote of a majority of 
Directors present shall be sufficient to decide any issue before the Board. 

Directors shall be citizens of the United States who shall have been residents 
of the Pacific Northwest for a period of five years preceding their appoint- 
ment and persons who profess a belief in the feasibility and wisdom of this Act, 
but not more than two Directors at any one time shall be appointed from among 
the residents of any one State. No director shall, during his continuance in 
office, be actively engaged in any other business or have a financial interest 
in any public utility engaged in the business of generating, transmitting, dis- 
tributing, or selling power to the public, or in any holding company or sub- 
sidiary company of a holding company as those terms are defined in the Public 
Utility Holding Company Act of 1935. 
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Subject to the provisions of this Act, the Corporation is authorized to acquire, 
construct, operate, maintain, and improve in the Pacific Northwest such hydro- 
electric projects or other power-producing facilities as may now or hereafter 
be authorized by the Congress, and shall dispose of all electric energy generated 
in the operation of Federal hydroelectric projects and other power facilities in 
the Pacific Northwest. In order to carry out the purposes of this Act and to 
promote the unified and orderly development of the Columbia River Basin 
through the timely construction of multiple-purpose projects for the improve- 
ment of navigation, control of floods, irrigation and reclamation, power, and 
other purposes, the financial feasibility of which depends upon the sale of 
electric energy, the Corporation shall be responsible for preparing and present- 
ing to the Congress advance programs for construction of such projects and 
other facilities as will meet the anticipated net power requirements of the 
Pacific Northwest. The ~orporation shall, upon authorization by the President, 
make necessary arrangements to assure coordination of its activities with those 
of the Governments of Canada, British Columbia, or any agency of either, with 
respect to the utilization of water resources within Canada or the United States 
which affect waters in the other country. 

It shall be the duty of the Board to obtain counsel, assistance, and participa- 
tion of the interested people of the Pacific Northwest, particularly through 
representatives of State and local governments and other organizations, public 
and private. To this end the Board is directed to hold annual public meetings at 
which the views of those interested can be presented and information concerning 
the Corporation’s policies and programs shall be made available to the public. 
The Board is authorized to make additional arrangements for such consulta- 
tion and interchange of views with respect to the formulation and execution of 
Corporation programs as it may deem advisable. 

(b) In order to encourage the widest possible use of all electric energy that 
ean be generated and marketed and to provide reasonable outlets therefor, to 
prevent the monopolization thereof by limited groups, and to promote the 
diversified economic and industrial development of the several States in the 
basin, the Corporation is authorized and directed to provide, construct, operate, 
maintain, and improve such electric transmission lines and substations, and 
facilities and structures appurtenant thereto, as it finds necessary, desirable, or 
appropriate for the purpose of transmitting electric energy available for sale, 
from the power producing facilities under its control to existing and potential 
markets, and, for the purpose of interchange of electric energy, to interconnect 
with projects and power systems now or hereafter constructed. 

(c) The Corporation is authorized, in the name of the United States, to 
acquire, by purchase, lease, exchange, condemnation, or donation, such real 
and personal property, or any interest therein, including lands, easements, rights- 
of-way, franchises, electric transmission lines, substations, and facilities and 
structures appurtenant thereto, as the Corporation finds necessary or appropriate 
to carry out the purposes of this Act: Provided, That the Corporation may, in 
accordance with such regulations as it may prescribe, reimburse owners and 
tenants of land who are required to move because of the acquisition of such 
lands or any interest therein by the Corporation, a reasonable amount, not to 
exceed 25 per centum of the fair value of the land interest acquired, for expenses 
and other losses and damages incurred by them as a result of such moves. 
Title to all property and property rights acquired by the Corporation shall be 
taken in the name of the United States. 

(d) The Corporation shall have power to acquire any property or property 
rights, including patent rights, which in its opinion are necessary to carry out 
the purposes of this Act, by the exercise of the right of eminent domain and to 
institute condemnation proceedings therefor in the same manner as is provided 
by law for the condemnation of real estate. 

(e) The Corporation is authorized, in the name of the United States, to sell, 
lease, exchange, or otherwise dispose of such personal property as in its judg- 
ment is not required for the purposes of this Act and such real property and 
interests in land acquired in connection with construction or operation of 
electric transmission lines or substations as in its judgment are not required 
for the purposes of this Act. 

(f) Subject only to the provisions of this Act, the Corporation is authorized 
to enter into such contracts, agreements, and arrangements, including the 
amendment, modification, adjustment. or cancellation thereof and the com- 
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promise or final settlement of any claim arising thereunder, and to make such 
expenditures, upon such terms and conditions and in such manner as it may 
deem necessary. 

(g) The Corporation— 

(1) Shall have succession in its corporate name ; 

(2) May adopt and use a corporate seal, which shall be judicially noticed ; 

(3) May sue and be sued in its corporate name ; 

(4) May adopt, amend, and repeal bylaws, rules, and regulations govern- 
ing the manner in which its business may be conducted and the powers 
vested in it may be exercised ; 

(5) May carry out activities necessary or appropriate for the generation 
of electric energy, including contracting or arranging for the purchase or 
exchange of electric energy, for the use of transmission facilities and for 
the purchase, exchange, sale, storage, or release of water (including the 
exchange of elecrtic energy or the use of transmission facilities therefor), 
incident to the generation, transmission, and disposition of electric energy 
produced at both Federal and non-Federal projects, and the limitations in 
subsection (a) of this section and section 7 of this Act on the area within 
which the Corporation may construct or acquire hydroelectric projects shall 
not be construed to extend to the purchase or exchange of electric energy 
or the purchase, exchange, sale, storage, or release of water; 

(6) May make and carry out arrangements for the protection, alteration, 
reconstruction, relocation, replacement, or removal of railroad tracks and 
facilities, highways, bridges, mills, ferries, electric light plants, and any 
other properties, enterprises, and projects, which have been or are to be 
destroyed, flooded, otherwise damaged, or endangered, as the result of 
any projects or activities of the Corporation ; 

(7) Shall be held to be an inhabitant and resident, within the meaning 
of the laws of the United States relating to the venue of civil suits, of any 
judicial district in whole or in part within the region, in which the Corpora- 
tion carries on activities at the time of the commencement of suit. The 
Corporation may be sued in the district court of the United States for any 
such district without regard to the amount in controversy. Any proceeding 
brought against the Corporation in a court of any State may be removed by 
the Corporation to the district court of the United States for the district in 
which such proceeding is pending, and, to effect such removal, it shall not be 
necessary that any other party or parties defendant join in the petition for 
removal; 

(8) May settle and adjust claims held by it against other parties or per- 
sons or by other parties or persons against it, for which purpose the Corpo- 
ration shall have with respect to claims within the scope of title 28, United 
States Code, chapter 171 (tort claims procedure) the functions assigned 
to the Attorney General by that chapter ; and 

(9) Shall annually file with the President and the Congress a financial 
statement and a complete report as to the business of the Corporation cover- 
ing the preceding governmental fiscal year. 

Sec. 3. As employed in this Act, the term “public body”, or “public bodies”, 
means States, public power districts, counties, and municipalities, including 
agencies or subdivisions of any thereof. 

As employed in this Act, the term “cooperative”, or “cooperatives”, means any 
form of non-profit-making organization or organizations of citizens supplying, or 
which may be created to supply, members with any kind of goods, commodities, 
or services, aS nearly as possible at cost. 

As employed in this Act the term “Pacific Northwest” means the area com- 
prising the States of Washington, Oregon, and Idaho and that part of the 
State of Montana which is within the Columbia River Basin. 

As employed in this Act the term “Columbia River Power System” means the 
facilities and properties of the Bonneville Power Administration and all Federal 
hydroelectric projects now or hereafter constructed in the Pacific Northwest 
(excluding, however, such specific nonpower facilities as do not constitute an 
integral part of any power dam or are not necessary for the operation of the 
project for the generation of power), and all Federal property or facilities within 
the Pacific Northwest held primarily for the specific use or benefit of the Bonne- 
ville Power Administration or in connection with the operation, maintenance, or 
administration of the hydroelectric projects hereinabove described. 
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Sec. 4. (a) In order to insure that the facilities for the generation of electric 
energy at the Bonneville project shall be operated for the benefit of the general 
public, and particularly of domestic and rural consumers, the Corporation shall 
at all times, in disposing of electric energy generated at said project, give prefer- 
ence and priority to public bodies and cooperatives. 

(b) To preserve and protect the preferential rights and priorities of public 
bodies and cooperatives as provided in section (a) and to effectuate the intent 
and purpose of this Act that at all times up to January 1, 1942, there shall be 
available for sale to public bodies and cooperatives not less than 50 per centum 
of the electric energy produced at the Bonneville project, it shall be the duty 
of the Corporation in making contracts for the sale of such energy to so arrange 
such contracts as to make such 50 per centum of such energy available to said 
public bodies and cooperatives until January 1, 1942: Provided, That the electric 
energy so reserved for but not actually purchased by and delivered to such public 
bodies and cooperatives prior to January 1, 1942, may be disposed of temporarily 
60 long as such temporary disposition will not interfere with the purchase by 
and delivery to such public bodies and cooperatives at any time prior to January 
1, 1942; and in the event that after such date there shall be conflicting or com- 
peting applications for an allocation of electric energy between any public body 
or cooperative on the one hand and a private agency of any character on the other, 
the application of such public body or cooperative shall be granted. 

(c) An application by any public body or cooperative for an allocation of 
electric energy shall not be denied, or another application competing or in con- 
flict therewith be granted, to any private corporation, company, agency, or per- 
son, on the ground that any proposed bond or other security issue of any such 
public body or cooperative, the sale of which is necessary to enable such pros- 
pective purchaser to enter into the public business of selling and distributing 
the electric energy proposed to be purchased, has not been authorized or mar- 
keted, until after a reasonable time, to be determined by the Corporation, has 
been afforded such public body or cooperative to have such bond or other se- 
curity issue authorized or marketed. 

(d) It is declared to be the policy of the Congress, as expressed in this Act, 
to preserve the said preferential status of the public bodies and cooperatives 
herein referred to, and to give to the people of the States within economic 
transmission distance of the Bonneville project reasonable opportunity and time 
to hold any election or elections or take any action necessary to create such 
public bodies and cooperatives as the laws of such States authorize and per- 
mit, and to afford such public bodies or cooperatives reasonable time and op- 
portunity to take any action necessary to authorize the issuance of bonds or 
to arrange other financing necessary to construct or acquire necessary and de- 
sirable electric distribution facilities, and in all other respects legally to become 
qualified purchasers and distributors of electric energy available under this Act. 

Sec. 5. (a) Subject to the provisions of this Act the Corporation shall nego- 
tiate and enter into contracts for the sale at wholesale of electric energy, either 
for resale or direct consumption, to public bodies and cooperatives and to pri- 
vate agencies and persons and for the disposition of electric energy to Federal 
agencies. Contracts for the sale of electric energy to any private person or 
agency other than a privately owned public utility engaged in selling electric 
energy to the general public, shall contain a provision forbidding such private 
purchaser to resell any of such electric energy so purchased to any private utility 
or agency engaged in the sale of electric energy to the general public, and 
requiring the immediate canceling of such contract of sale in the event of vio- 
lation of such provision. Contracts entered into under this subsection shall 
be binding in accordance with the terms thereof and shall be effective for such 
period or periods, including renewals or extensions, as may be provided therein, 
not exceeding in the aggregate twenty years from the respective dates of the 
making of such contracts. Contracts entered into under this subsection shall 
contain (1) such provisions as the Corporation and purchaser agree upon for 
the equitable adjustment of rates at appropriate intervals, not less frequently 
than once in every five years, and (2) in the case of a contract with any pur- 
chaser engaged in the business of selling electric energy to the general public, 
the contract shall provide that the Corporation may cancel such contract upon 
five years’ notice in writing if in the judgment of the Corporation any part 
of the electric energy purchased under such contract is likely to be needed to 
satisfy the requirements of the said public bodies or cooperatives referred to 
in this Act, and that such cancellation may be with respect to all or any part 
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of the electric energy so purchased under said contract to the end that the pref- 
erential rights and priorities accorded public bodies and cooperatives under this 
Act shall at ali times be preserved. Contracts entered into with any utility 
engaged in the sale of electric energy to the general public shall contain such 
terms and conditions, including among other things stipulations concerning re- 
sale and resale rates by any such utility, as the Corporation may deem neces- 
sary, desirable, or appropriate to effectuate the purposes of this Act and to in- 
sure that resale by such utility to the ultimate consumer shall be at rates which 
are reasonable and nondiscriminatory. Such contract shall also require such 
utility to keep on file in the office of the Corporation a schedule of all its rates 
and charges to the public for electric energy and such alterations and changes 
therein as may be put into effect by such utility. 

(b) The Corporation is authorized to enter into contracts with public or 
private power systems for the mutual exchange of unused excess power upon 
suitable exchange terms for the purpose of economical operation or of provid- 
ing emergency or breakdown relief. 

(c) The Corporation may enter into agreements with its power customers 
and power systems interconnected with its facilities for the performance of 
operating and maintenance services, emergency repairs or the maintenance of 
power facilities on a reimbursable, mutual exchange or replacement basis. 

Seo. 6. (a) Schedules of rates and charges for the services to be contracted 
hereunder, including but not limited to those for the sale of electric power and 
energy, and for the use of transmission facilities in carrying energy generated 
at non-Federal projects shall be established by the Corporation from time to 
time, at the lowest possible levels consistent with sound business principles, but 
not less than levels which in the aggregate will produce, from estimated sales of 
electric energy, revenues at least sufficient to cover (1) all costs of operation and 
maintenance, including the purchase of electric energy, (2) the principal and 
interest on all outstanding revenue bonds, and (3) the principal and interest due 
the United States pursuant to section 11 of this Act. Rate schedules may pro- 
vide for uniform rates or rates uniform throughout prescribed transmission 
areas. 

(b) The Corporation shall determine (1) the costs of its facilities, including 
the land and interests in land on which such facilities are constructed, and (2) 
the costs of operating and maintaining such facilities, of purchasing electric 
energy, and of carrying on the other activities of the Corporation. The Cor- 
poration shall allocate such costs among the various purposes served by the 
facilities and activities, except that costs of water control projects shall be 
allocated among the following purposes only, except where the Congress ex- 
pressly authorizes allocations for such a project to specific additional purposes: 
(1) generation, transmission, and disposition of electric energy; (2) reclama- 
tion; (3) domestic, municipal, or industrial water supply; (4) flood control; 
(5) navigation; (6) preservation and propagation of fish and wildlife; (7) rec- 
reation development; (8) pollution control or abatement; (9) watershed man- 
agement; and (10) other purposes, if any, to which costs of Federal water con- 
trol projects may be allocated under the provisions of Federal laws applicable 
to such Federal water control projects. Costs with respect to facilities and ac- 
tivities serving only one purpose shall be allocated to that purpose. Costs with 
respect to facilities and activities serving more than one purpose shall be 
equitably allocated among such purposes. Such allocations thus made by the 
Corporation shall be final upon approval by the President. 

(c) In order to facilitate sound financial administration, and insure full dis- 
closure as to probable cost allocations for its multiple-purpose water control 
projects, the Corporation shall present a tentative cost allocation report on each 
proposed new multiple-purpose project, facility, activity, or major modification 
thereof, including major modification in the purposes and methods of operation. 
The report shall be prepared in accordance with subsection (b) of this section. 
The tentative cost allocation report shall be the basis for assigning and credit- 
ing costs during the construction period of the project subject to adjustment 
when the final cost allocation report is approved. Consistent with the tenta- 
tive cost allocation report and upon the completion of the project, and from time 
to time in the case of continuing activities, the Corporation shall prepare a cost 
allocation report on the actual costs which shall be final upon approval by the 
President. 

(d) The Corporation shall at all times maintain complete and accurate books 
of account, including with respect to its purchase, generation, transmission, and 
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disposition of electric energy, accounts kept in accordance with section 303 of 
the Federal Power Act, as amended. 

Sec. 7. (a) The Corporation shall prepare an advance program after consider- 
ing pertinent existing surveys and plans, conducting such additional surveys 
and investigations as may be necessary and obtaining the advice and assistance 
of appropriate Federal, State, and local agencies. Such advance program shall 
among other things set forth the nature, extent, general location, sequence, and 
timing of major projects recommended; the method by which such major proj- 
ects are proposed to be undertaken including the arrangements recommended for 
joint and cooperative action by the Corporation, other Federal agencies, and 
State, local, and other agencies; with respect to each such project, evidence that 
such project is economically sound and in the public interest including, where 
appropriate, estimates of costs and benefits, of allocation of costs to the various 
purposes to be served and amounts to be repaid by the beneficiaries. The first 
advance program shall be submitted to the President and Congress within two 
years from the date of enactment of the Bonneville Act amendments of 1958, 
and shall thereafter be revised annually and submitted with the budget program 
of the Corporation. Prior to the presentation of the advance program to the 
President and Congress it shall be submitted to the Governors of the States of 
Montana, Idaho, Oregon, and Washington, the Secretary of the Interior, and the 
Secretary of the Army and shall be accompanied by their comments. 

The ultimate objective of such advance programs shall be the conservation, de- 
velopment, and improvement of the water resources of the Pacific Northwest to 
obtain the optimum public benefit from the use of such resources for all bene- 
ficial public uses, avoiding unnecessary limitations upon the multiple purpose 
use of such water resources taking into account other possible projects within 
the area for the development of water power and other purposes. The programs 
shall take cognizance of the desirability of providing such storage facilities as 
would reduce the maximum flow of the Columbia River of record at The Dalles, 
Oregon, to a rate not exceeding six hundred thousand cubic feet per second and 
such plans for the development and improvement of navigation as have been 
developed by the Corps of Engineers of the United States Army and approved 
by Congress. 

(b) The economical, unified development and regulation of the Columbia 
River system requires that no dam or appurtenant work, affecting in any manner 
the present or future construction, operation, or maintenance of water control 
structures on the Columbia River or its tributaries, be constructed until plans 
for such construction, operation or maintenance shall have been submitted to 
and approved by the Board; and the construction, commencement of construc- 
tion, operation, or maintenance of such structures without such approval is 
hereby prohibited. Not more than six months after the submission of such 
plans the Corporation shall submit to the applicant proposed findings upon the 
relation of such work to the Columbia River system and the economical unified 
development and regulation thereof and upon the request of the applicant shall 
hold a public hearing upon the application. When such plans shall have been 
approved, deviation therefrom either before or after completion of such struc- 
tures is prohibited unless the modification of such plans has previously been sub- 
mitted to and approved by the Board. 

The requirements of this subsection shall not be construed to be a substitute 
for the requirements of any other law of the United States or of any State, now 
in effect or hereafter enacted, but shall be in addition thereto, so that any ap- 
proval, license, permit, or other sanction now or hereafter required by the pro- 
visions of any such law for the construction, operation, or maintenance of any 
structures whatever, except such as may be constructed, operated, or main- 
tained by the Corporation, shall be required, notwithstanding the provisions 
of this subsection. 

(c) The construction of hydroelectric projects and other power facilities shall 
be limited to the Pacific Northwest and to specific power facilities, facilities 
jointly used for power and one or more other purposes, and such specific non- 
power facilities, the construction of which is necessary for or incidental to the 
construction of the projects for the generation of power, which shall have been 
included the annual budget program submitted to the Congress in accordance 
with the Government Corporation Control Act. 

(d) The Corporation shall operate and maintain hydroelectric projects and 
other power facilities constructed or acquired by it pursuant to this Act. The 
Corporation shall operate and maintain at its own expense the portion of such 
hydroelectric projects and facilities which are allocated to purposes other than 
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power, but this obligation shall not be construed to prevent making of the credit 
with respect to the costs of such operation and maintenance which is provided 
by subsection (d) of section 11 of this Act. 

(e) Any Federal agency having data or information pertinent to the func- 
tions of the Corporation is authorized and directed to make such information 
available to the Corporation. The Corporation is authorized to cooperate with, 
carry out its functions through, and utilize the work and services of any Federal 
or State agency upon such terms and conditions as may be agreed upon by the 
Corporation and such agency, and the advance of funds made available in ac- 
cordance with the terms and conditions of this Act is hereby authorized. Any 
agreement for the construction, operation, or maintenance of any hydroelectric 
project by a non-Federal agency shall be as favorable to the United States as 
if the project were coustructed, operated, or maintained by the Corporation. 

(f) The authority granted by this section is in addition to the authority 
granted by any other Act. The Corporation shall operate water-control projects 
in accordance with regulations of the Secretary of the Army authorized by 
law relating to flood control. 

(g) Nothing in this Act shall be construed as affecting or intended to affect 
or to in any way interfere with the laws of any State relating to the control, 
appropriation, use, or distribution of water used in irrigation, or any vested 
right acquired thereunder, and the Corporation, in carrying out the provisions 
of this Act, shall proceed in conformity with such laws, and nothing herein 
shall in any way affect any right of any State or of the Federal Government 
or of any landowner, appropriator, or user of water in, to, or from any inter- 
state stream or the waters thereof. 

Sec. 8 Notwithstanding any other provision of law, all purchases and con- 
tracts made by the Corporation or the Secretary of War for supplies or for 
services except for personal services, shall be made after advertising, in such 
manner and at such times, sufficiently in advance of opening bids, as the Cor- 
poration or Secretary of War, as the case may be, shall determine to be adequate 
to insure notice and opportunity for competition. Such advertisement shall not 
be required, however, when (1) an emergency requires immediate delivery of 
the supplies or performance of the services; or (2) repair parts, accessories, 
supplemental equipment, or services are required for supplies or services previ- 
ously furnished or contracted for; or (3) the aggregate amount involved in any 
purchase of supplies or procurement of services does not exceed $3,000; in which 
cases such purchases of supplies or procurement of services may be made in the 
open market in the manner common among businessmen. In comparing bids 
and in making awards, the Corporation or the Secretary of War, as the case 
may be, may consider such factors as relative quality and adaptability ef sup- 
plies or services, the bidder’s financial responsibility, skill, experience, record 
of integrity in dealing, and ability to furnish repairs and maintenance services, 
the time of delivery or performance offered, and whether the bidder has com- 
plied with the specifications. 

Sec. 9. (a) To make continuously available independent assistance and 
counsel reflecting the needs and opinions of the people of the Pacific Northwest, 
there is hereby established the Advisory Council of the Columbia River Develop- 
ment Corporation which shall be composed of fifteen members. One member 
shall be designated by the Secretary of the Army, one member by the Secretary 
of the Interior, one member by the Federal Power Commission, and one member 
by the Secretary of Agriculture. Eleven members, who shall be residents of 
the Pacific Northwest, shall be appointed by the Board. In making such ap- 
pointments, the Board shall endeavor to obtain representation of all groups of 
persons within the Pacific Northwest directly affected by the activities of the 
Corporation. A Council member shall be appointed for a term expiring five 
years after the expiration date of the term for which his predecessor was ap- 
pointed, except that (1) the terms of office of the Council members first taking 
office after the enactment of the Bonneville Act Amendments of 1958 Shall 
expire as designated by the Board, three at the end of each of the five successive 
one-year periods following the date of enactment of such amendments, and (2) 
a Council member appointed to fill a vacancy occurring prior to the expiration 
of the term for which his predecessor was appointed shall be appointed for the 
remainder of such term. A successor to a Council member shall be appointed 
in the same manner as such Council member. 

(b) The Advisory Council shall annually elect a Chairman and shall meet 
at the call of the Chairman of the Advisory Council or the call of the Board, but 
not less often than once each calendar quarter. The Council shall review the 
general policies of the Corporation, including its advance program, policies in 
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connection with design and construction of facilities, power marketing policies 
and the establishment of rates and charges and other matters, and shall advise 
the Board with respect thereto. The meetings of the Advisory Council shall be 
open to the public. 

(c) Subject to national security requirements, the Advisory Council shall 
have access to any and all records of the Corporation and shail have authority 
to obtain such information as it may desire with respect to the operations of 
the Corporation, whose officers shall be required to supply any such information 
which may be reasonably obtainable under such regulations as the Board may 
from time to time approve. The Board shall furnish such facilities and personnel 
as may be reasonably required by the Advisory Council to carry out its functions 
under this Act. 

(d) Members of the Advisory Council may attend any annual public meeting 
held under subsection (a) of section 2 hereof and shall be compensated therefor 
as hereinafter provided. 

(e) The Advisory Council may make such studies related to the program, 
policies, and activities of the Corporation as it deems necessary and shall publish 
or otherwise publicize its findings and recommendations. 

(f) All expenses of the Advisory Council shall be paid from the funds of the 
Corporation as a current expense. The members of the Advisory Council who are 
not State or Federal officials shall receive such reasonable compensation as 
the Corporation may determine when actually engaged in the performance of 
their duties, and all members shall receive necessary traveling expenses for 
attending any authorized meetings. 

Sec. 10 (a) The Corporation shall, subject to the civil service laws and the 
Veterans’ Preference Act of 1944, as amended, and without regard to the Classi- 
fication Act of 1949, as amended, or any other law, rule, or regulation relating 
to Government employment, employ and fix the compensation of such officers, 
employees, attorneys, agents, and consultants as are necessary for the transac- 
tion of its business, define their duties, require bonds of such of them as the 
Board may designate, the premiums for which shall be paid by the Corporation, 
and provide a system of organization to fix responsibility and promote efficiency. 
Subject to the provisions of this Act, the Corporation is authorized to deal col- 
lectively with its employees through representatives of their own choosing and 
is authorized to enter into written or oral contracts with such employee repre- 
sentatives. 

(b) In the employment, selection, classification, and promotion of officers and 
employees of the Corporation, no political test or qualification shall be permitted 
or given consideration, but all such employments and promotions shall be given 
and made on the basis of merit and efficiency. It shall be unlawful to make or 
assist in the making of or cause to be made any employment, selection, classifica- 
tion, or promotion of any officer or employee of the Corporation on the basis of 
or because of any political qualification or test, and if the General Manager 
violates this provision he shall be removed from office by the Board. Any officer 
or employee of the Corporation who is found to be guilty of a violation of this 
subsection shall be removed by the General Manager. 

(c) The benefits of the Act of September 7, 1916 (39 Stat. 743), as amended, 
relating to compensation for employees of the United States suffering injuries, 
shall extend to persons given employment under the provisions of this Act; 
and the right to benefits under such Act of September 7, 1916, as amended, shall 
be exclusive and in place of any and all other liability of the Corporation and 
the United States to pay damages or workmen’s compensation to such persons, 
or to the dependents, next of kin, or legal representatives of such persons, or to 
any person otherwise entitled to recover damages, on account of injury or death 
within the purview of such Act. 

(d) The provisions of the Act of March 3, 1931 (46 Stat. 1494), as amended, 
shall apply to all contracts in excess of $2,000 to which the Corporation is a 
party and which require the employment of laborers or mechanics in the con- 
struction, alteration, maintenance, or repair of its buildings, dams, locks, or 
other structures or facilities, except that the powers of the Comptroller General 
of the United States thereunder with respect to payment of amounts withheld 
from contractors shall be exercised by the Corporation with respect to funds 
within its control. In the determination of such prevailing rate or rates, due 
regard shall be given to those rates which have been secured through collective 
agreement by representatives of employers and employees. 
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(e) The Corporation is authorized to request the assistance and advice of any 
officer, agent, or employee of any executive department, independent office, or 
agency of the United States to enable the Corporation the better to carry out 
its powers successfully. The executive departments and independent offices and 
agencies of the United States are authorized to make such officers, agents, and 
employees available to the Corporation with or without reimbursement upon 
terms mutually agreeable to such department, independent office, or agency and 
the Corporation. 

(f) The Corporation shall contribute to the civil service retirement and dis- 
ability fund, on the basis of annual billings as determined by the Civil Service 
Commission, for that part of the Government’s share of the cost, which is not 
covered by the Corporation’s contribution under section 4 (a) of the Civil 
Service Retirement Act, of the civil service retirement system applicable to the 
Corporation’s employees and their beneficiaries. The Corporation shall also con- 
tribute to the employee’s compensation fund, on the basis of annual billings as 
determined by the Secretary of Labor, for the benefit payments made from such 
fund on account of the corporation’s employees. The annual billings shall also 
include a statement of the fair portion of the cost of the administration of the 
respective funds, which shall be paid by the Corporation into the Treasury as 
miscellaneous receipts. 

Sec. 11. (a) Revenues of the Corporation during any fiscal year may be 
used solely for the following purposes, subject to limitations imposed pursuant 
to the Government Corporation Control Act, and subject to the following order 
of priority : 

' (1) To pay the direct cost of operating the Corporation’s power system 
and maintaining its property (including but not limited to operating and 
maintenance costs allocated to purposes other than power but authorized 
by section 7 of this Act, and charges under agreements for the operation or 
rental of facilities or other properties, or for the purchase of energy or 
water), and to pay such administrative expenses as the Board may deem 
necessary to carry out the authorized activities of the Corporation. 

(2) To pay the cost of any replacement of equipment or facilities when 
such payment is found by the Board to be essential to avoid a breakdown 
in the then-existing service or an impairment of the then-existing net rev- 
enues of the Corporation, except as may otherwise be provided by covenant in 
any obligation issued under subsection (b) of this section. 

(3) To pay interest on and principal of obligations issued under subsection 
(b) of this section. 

(4) To provide reserves in such amount and manner as may be required 
by the terms of any obligations outstanding, and in such additional amount 
= the Board may deem necessary and appropriate to the purposes of this 

ct. 

(5) To pay interest and principal to the United States in such amounts 
as may be necessary to comply with subsection (d) of section 12 of this Act. 

(6) To pay the cost of such acquisition, construction, improvement, or re- 
placement of facilities or other properties as may be authorized by this 
Act and directed by the Board. 

(7) To effect the advance retirement of any obligations of the Corporation. 

(b) In order to finance the authorized acquisition, construction, improvement, 
and replacement of facilities or other property, to provide necessary working 
capital, and to refund its outstanding obligations, the Corporation may from time 
to time issue negotiable interest-bearing obligations secured by a pledge of its 
revenues, to the extent required, to the payment of the interest on and principal 
of such obligations, subject to the following conditions: 

(1) The interest and principal amount of all such obligations shall rank 
equally as to the priority of claim on revenue regardless of the date of issue. 

(2) Each issue of such obligations shall mature in not to exceed fifty 
years, and provision shall be made, by serial maturities, sinking fund pay- 
ments, or otherwise, for the complete amortization and retirement of each 
issue of such obligations within a period of fifty years from date of issuance. 

(3) All such obligations shall bear interest at the rate of 2% per centum 
per annum. 
euene as of oor spr? issue added to the outstanding long term 
tea eat of the : oepore ion s all not exceed the net plant investment and 

e construction work in progress of the Corporation. 
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(5) No such obligations shall be issued for the purpose of financing or 
refinancing any obligation owing from the Corporation to the United States 
assumed pursuant to subsection (d) of section 12 of this Act. 

(6) No such obligations shall be issued except upon terms and pursuant 
to arrangements approved by the Secretary of the Treasury as hereinafter 
provided and except in accordance with the limitations of subsection (c) 
of this section. The determination of the Board regarding the need for 
and the approximate timing of any proposed issue shall be final, and the 
Secretary of the Treasury shall approve the terms and arrangements per- 
taining to any proposed obligation if he is satisfied (A) that it appears 
reasonably probable that all installments of principal and interest on such 
obligations will be met from revenues of the Corporation, and (B) that, 
having due regard to the finality of the determination of the Board as 
herein provided, such terms and conditions are reasonably adapted to the 
orderly management of the fiscal affairs of the Government. 

(c) In order to effectuate the purposes of this Act— 

(1) The Board shall at all times keep the Secretary of the Treasury 
fully informed concerning the fiscal operations and status of the Corporation, 
and, not less than once each year, shall transmit to the Secretary of the 
Treasury a report containing an estimate of the capital requirements of 
the Corporation for the ensuing six years or such longer period as the 
Board deems feasible, an estimate of earnings and expenses during the 
same period, and such supplemental information as the Board deems neces- 
sary and appropriate or as the Secretary of the Treasury may request. 

(2) As soon as practicable after the Board considers it probable that 
additional obligations must be issued, it shall consult with the Secretary 
of the Treasury, or such officer as he may designate, regarding the terms 
and arrangements pertaining to such obligations. 

(3) After the Board has determined the terms and arrangements (inelud- 
ing the probable date of issuance) pertaining to any issue of obligations 
which the Board proposes to sell it shall request the Secretary of the Treasury 
to approve the issue pursuant to subsection (b) (6) of this section. Such 
request shall be made not more than one hundred and twenty days and 
not less than ninety days prior to the proposed date of sale of the issue. 

(4) The Secretary of the Treasury is authorized and directed to purchase 
any obligations of the Corporation issued hereunder. For the purposes of 
this subsection the Secretary of the Treasury is authorized to use as a 
public debt transaction the proceeds from the sale of any securities issued 
under the Second Liberty Bond Act, as amended. The purposes for which 
securities may be issued under the Second Liberty Bond Act, as amended, 
are extended to include any purchases of the Corporation’s obligations 
hereunder. 

(d) All costs allocated to purposes other than power and paid by the Corpora- 
tion shall be applied as a credit on payments due the United States under 
subsection (e) of this section. 

(e) The liability of the Corporation incurred under section 12 hereof and 
amounts appropriated for costs allocated to power for facilities otherwise ac- 
quired by the Corporation or for the generation and delivery of power to the 
Corporation under subsection (b) of section 1 hereof, and interest thereon on 
the balances remaining from time to time unpaid shall be paid over a period of 
fifty years. Equal annual payments shall not be required, but 20 per centum 
of the principal shall be paid by the end of each ten-year period of the term. 
Payments pursuant to this subsection shall not be made until after the Corpora- 
tion has met all requirements for operation and maintenance of its properties 
and for servicing its outstanding obligations. Amounts credited on such pay- 
ments, pursuant to subsection (d) of this section shall constitute a payment with- 
in the requirements of this subsection. The rate of interest for each fiscal year 
shall be the average interest cost on all outstanding marketable interest-bearing 
obligations of the United States Treasury as computed by the Secretary of the 
Treasury as of June 30 of the preceding fiscal year. 

(f) There is hereby established in the Treasury a Columbia River Development 
Corporation fund which shall consist of such amounts as may be paid into the 
fund by the Corporation or made available in any manner to the Corporation in 
accordance with the terms of this Act, which fund shall be available for the 
expenditures of the Corporation. The Corporation shall determine the manner in 
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which such expenditures shall be incurred, allowed, and paid, subject to pro- 
visions of law specifically applicable to Government corporations. 

(g) Appropriations to carry out any of the purposes of this Act are hereby 
authorized. 

Sec. 12. (a) At such time or times five years or more after the assumption of 
office of the Board as the President may determine that more effective manage- 
ment, a reduction in expenditures or efficiency of operations will be promoted 
thereby, the Secretary of the Interior, the Secretary of the Army, and the 
Administrator of General Services are each authorized and directed in the name 
of the United States to transfer to the Corporation the exclusive use, possession, 
and control of all property and any interest therein of every kind and nature, 
contracts, accounts receivable, and miscellaneous and other assets under their re- 
spective jurisdictions or control constituting a part of or held for the use and 
benefit of the Columbia River Power System, and to execute and deliver appro- 
priate instruments for effecting such transfer. 

(b) In connection with any transfer under subsection (a), the unexpended 
balances of funds appropriated or otherwise made available for the construction, 
operation, or maintenance of any part of the Columbia River Power System and 
any balance in the special fund receipt account into which revenues from the sale 
of electric energy by the Bonneville Power Administrator are payable pursuant 
to Executive Order Numbered 8256, dated August 26, 1940, shall be transferred 
to the Corporation. All funds transferred hereunder shall be available for ex- 
penditure and shall be expended in the same manner and to the same extent as 
all other funds of the Corporation: Provided, however, That such funds shall be 
expended by the Corporation subject to such limitations as may be prescribed 
by any applicable appropriation Act during such period as may elapse between 
their transfer and the approval by the Congress of the first subsequent budget 
program of the Corporation under the Government Corporation Control Act. 

(c) The Corporation shall assume all of the obligations and liabilities of the 
United States pertaining to any properties and contracts transferred to the 
Corporation : Provided, That in the sale or disposition of energy from any project 
hereafter constructed, the Corporation shall not be bound by the provision of any 
contract which purports to restrict sales for industrial purposes in any manner 
not expressly provided for by this Act. 

(d) Upon a transfer pursuant to subsection (a), the Corporation shall become 
liable to the United States for that portion of the cost of such properties and 
facilities (including all sums appropriated for operation and maintenance) 
which is allocated to power or the obligation to repay which is assigned for repay- 
ment out of power revenues, less such sums as have been repaid by the agency 
or agencies which had jurisdiction over the property and the marketing of any 
power generated thereat prior to such transfer. Such costs shall be repaid as 
provided in this Act. In the event of a disagreement over such costs or of the 
amount to be repaid, the matter shall be referred to the Comptroller General of 
the United States, whose decision shall be final. 

(e) Such employees of the United States having duties relating primarily 
to properties to be transferred under subsection (a) hereof as may be designated 
by the Secretary of the Interior, the Secretary of the Army, or the General Serv- 
ices Administrator shall, at the time of transfer, become employees of the 
Corporation. 

(f) The facilities and properties, contracts, accounts receivable, and mis- 
cellaneous and other assets of the Bonneville Power Administration shall be 
deemed to have been transferred in accordance with the terms of this section 
on the date this Act shall take effect. 

Sec. 18. If any provision of this Act or the application of such provisions to 
any person or circumstance shall be held invalid, the remainder of the Act and 
the application of such provision to persons or circumstances other than those as 
to which it is held invalid shall not be affected thereby. 

Sec. 14. Section 101 of the Government Corporation Control Act is hereby 
amended by inserting after “Saint Lawrence Seaway Development Corporation ;” 
the following : “Columbia River Development Corporation ;”. 

Sec. 15. (a) The consent of Congress is hereby given to the States of Idaho, 
Montana, Oregon, and Washington to negotiate and enter into a compact pro- 
viding in whole or in part for the assumption of the duties and powers of the 
Corporation upon condition that one qualified person shall be appointed by the 
President of the United States who shall participate in said negotiations as the 
representative of the United States and shall make report to Congress of the 


proceedings and of any compact intered into: Provided, That any such compact 
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shall not be binding or obligatory upon any of the parties thereto unless and 
until the same shall have been ratified by the legislatures of each of the four 
States and approved by the Congress of the United States. 
(b) The right to alter, amend, or repeal this section is expressly reserved. 
Sec. 16. This Act may be cited as the “Columbia River Development Corpora- 


tion Act.” 

Senator Neusercer. I particularly want to say that I am very 
pleased to have with us this morning the distinguished Senator from 
California, with whom I so enjoyed cooperating on the signboard is- 
sue which was collateral to the highway legislation, and whose State 
is favored somewhat, although to not as great a degree as we are in the 
Pacific Northwest, unfortunately, by having great waterpower re- 
sources of its own in the Feather River area, the Central Valley, and 
the Sacramento River and the Klamath River which it shares with the 
State of Oregon. 

I recall also working with Senator Kuchel in very great harmony 
to sponsor the congressional approval of the Klamath River compact 
between our two States, which authorized certain developments to be 
undertaken by the California-Oregon Power Co., if I am not mistaken, 
on that river. 

Weare very pleased that you have taken the interest in our problems 
to be here this morning, because we value your wisdom and counsel. 

Senator Kucuer. Thank you, Mr. Chairman. 

Senator Neusercer. Senator Murray, chairman of the Committee 
on Interior and Insular Affairs, has been kind enough to loan us Mr. 
Mapes, of his committee staff, to work with our own very able staff 
members in the preparation of these hearings. 

Our first witness this morning is Mr. Gus Norwood, the executive 
secretary of the Northwest Public Power Association, with headquar 
ters in Vancouver, Wash. 

Mr. Norwood, we will be pleased to hear from you. 


STATEMENT OF GUS NORWOOD, EXECUTIVE SECRETARY, 
NORTHWEST PUBLIC POWER ASSOCIATION 


Mr. Norwoop. Mr. Chairman, members of the committee, my name 
is Gus Norwood. For almost 11 years I have served as executive sec- 
retary of the Northwest Public Power Association, which is comprised 
of 104 consumer-owned electric systems in Alaska, Montana, Idaho, 
Oregon, and Washington. These systems serve almost 2 million 
people with low-cost electric power. 

About 4 years ago these systems took the initiative to start the series 
of studies which have resulted in the present proposed legisaltion. 

Before highlighting my testimony, Mr. Chairman, I would like 
to make some prefatory remarks with respect to the great amount of 
effort which has made it possible to bring this bill to the present status. 
This is an amount of effort which requires that appreciation be ex- 
pressed to many people. 

In the first place, we are deeply appreciative to you and to the 
Senators who cosponsored this bill last January. We are appreciative 
to this committee for scheduling these hearings to establish a record 
and make it possible for a clean bill to be prepared by next January 
for more serious consideration. 
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I would like to express appreciation for the many witnesses of the 
Northwest who have taken time out to be with us today. It is my 
BEeeAmnng that the witnesses who may be able to be on today are 
Mr. Cleaveland, the manager of the Clark County Public Utility Die 
trict, Vancouver, Wash.; Mr. Truman Price, representing the State 
of Washington; ; Mr. Herb Lundy, the distinguished editor of the Port- 
land Oregonian. 

Senator Nevsercer. I would like to state that there are several 
other witnesses this morning also on the schedule: Mr. LaSalle Coles 
of the Oregon Reclamation Association, and Mr. William Welch, 0% 
the National Reclamation Association. 

Mr. Norwoop. Some excellent statements were prepared by wit- 
nesses who are not able to be here: Dr. Raver, former Bonneville Ad- 
ministrator; Mr. Roy Bessey has prepared an excellent scholarly 23- 
page analysis of this bill; Mr. Ken Billington, of the Washington 
PUD Association; Mr. Alex Radin, of the American Public Power 
Association; and Mr. Clyde Ellis, of the National Rural Electric Co- 
operative Association. 

We are very appreciative of the interest which all these groups have 

taken in this bill. I wish to thank them. 

We have just received, Mr. Chairman, a composite draft showing 
the effect of S. 3114 upon the Bonneville Act. 

I would like to submit this composite draft for the record. 

Senator Neupercer. Without objection the composite draft will 
appear in the hearing record following the printing of S. 3114 in its 
present original form. 

Mr. Norwoon. My written statement is in three parts. There is a 
statement on S. 3114, one on S. 2206, and a memorandum with re- 
spect to the 20-year private utility contracts. 

I would like to suggest, Mr. Chairman, that these written state- 
ments appear in the rec cord at the end of my oral testimony, together 
with the exhibits or such of the exhibits as you may consider 
appropriate. 

Senator Neusercer. When you say exhibits, I presume you refer to 
the statements you have me tioned b »y Dr. McKinley, Mr. ‘Roy Bessey 
and others, is that correct? Do you wish to have those submitted 
separately ¢ 

Mr. Norwoon. They could be put in at the same point. We have 
a number of exhibits which were sent to your office a week or so ago 
from which the staff and yourself may wish to select domuments, 
which are pertinent to the hearings. 

Senator Neupercer. Without objec tion your statements will appear 
in the hearing record, and then I will leave to the discretion of the 
staff how much of these exhibits should be in the record in full, and 
how much merely by reference. 

Mr. Norwoop. My testimony, on which I hope to take less than 20 
minutes, will be outlined in terms of the broad issue raised by 8S. 3114, 
the interest of our people, who have a public utility responsibility 
for 2 million electric consumers, some background on the prepara- 
tion of this bill, a number of amendments which have been proposed 
to the bill, the issue of public utility responsibility which is the main 
legal issue raised by the bill, and the ultimate objective which we 
hope for from its passage. 


| 
! 
| 
! 








28 BONNEVILLE PROJECT ACT AMENDMENTS OF 1958 


This is truly a grassroots bill. S. 3114 is the seventh draft prepared 
over the past 4 years by our association. We have circulated 15,000 
copies of various of these drafts among our member systems, amon 
newspapers in the Pacific Northwest, among the most distinguishe 
attorneys and power experts of the region. They have been sent to 
both public and private power systems. 

We have received some 700 comments over the past 4 years. These 
comments have been considered by our office and by our attorney in 
the subsequent drafts which resulted in S. 3114. 

The principal objective of this bill is to improve the power supply 
of the Pacific Northwest, and it does so by improving the method of 
administration and the method of financing. And may I say, Senator 
Kuchel, for your interest, we have at the present time going over our 
spillways with generators standing idle over 500,000 kilowatts, much 
of which could be going down to the San Francisco Bay area today 
to displace oil. This is just a waste of resources because of the in- 
adequate coordination, the inadequate financing, the inadequate means 
of administration available to our region today. 

Some of the hopes in this bill relate to the interegional interties 
which strengthen not only the immediate Pacific Northwest but also 
the areas all the way around, including Canada. There are mutual 
benefits from such operation in the electric business. 

The Bonneville Act of 1937 was passed by Congress to sell surplus 
power from one dam, and it has grown, like Topsy, so that at the 
present time 12 dams are involved, a transmission grid system of 7,500 
miles, one of the largest transmission grid systems in the world. And 
this tremendous power business is still hung on the feeble peg of the 
Bonneville Act which had such a limited purpose of selling merely 
the surplus power of one dam. 

Even in the Bonneville Act itself there is language which indicates 
the provisional nature of that legislation. That bill was prepared 
with the background of a very important report issued in 1936 by the 
Pacific Northwest Regional Planning Commission, which first recom- 
mended the establishment of a public regional corporation for the sale 
of power from Bonneville and Grand Coulee and other Federal] dams. 

Because the Congress was not prepared at that time to create a 
corporation for this power enterprise, the Bonneville act contains this 
language, and I quote: 

The form of administration herein established for the Bonneville project is in- 
tended to be provisional, pending the establishment of a more permanent ad- 
ministration for Bonneville and other projects in the Columbia River Basin. 

Thus as long as 21 years ago the Congress contemplated the possi- 
bility of legislation such as S. 3114 being considered. 

We must be very careful in our presentation, being power people, 
to emphasize that in the development of the Columbia River Basin 
we are interested in aspects much broader than power itself. Our 
association has consistently supported flood control, navigation, irri- 
gaton, and other aspects of this multi-purpose program in the Pacific 
Northwest. We have insisted on high standards in this draft of legis- 
lation to insure that the acts of this Corporation are not single-pur- 
pose, narrow-minded, power-only acts, but give due consideration to 
all the other purposes. 
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We think the Corporation should meet the test of conservation 
which is to provide the best possible development of the resources for 
the largest number of people for the long run. 

In the drafting ar this legislation we have tried to avoid two 
extremes. We have tried to avoid the extreme of the Columbia Valley 
Authority proposals of the late thirties and early 1940’s, and on the 
other hand we have tried to avoid the weaknesses of the interstate com- 
pact approach. We think we have here a middle-of-the-road proposal 
which is very conservative and if its bonds were to be sold in the pri- 
vate market that the bonds would find acceptance in that market. 

In a nutshell, what this Corporation bill does is the following: 
First, it would change the Bonneville Power Administration into a 
Corporation, a corporate form. It would establish a five-man Board 
of Directors which would be appointed by the President with the ad- 
vice and consent of the Senate. It would have authority to utilize 
three methods of finance in distinction from the single-method of 
finance which it has now available. 

In addition to using the appropriations processes, the Corporation 
would be enabled to retain and utilize its revenues which currently 
amount to some $66 million a year and within 5 years will pass the 
$100 million per year mark. 

May I say, Senator Kuchel, that we have turned into the United 
States Treasury for the Pacific Northwest power system as of last 
June a total of $512 million. <A half billion dollars has come back into 
the United States Treasury from this power program, and it is just 
getting started. The river is only 15 percent developed. 

The third method of finance and the most promising one here, and 
the one which is most analogous to the TVA self-financing program, 
- pm the Corporation would be enabled to issue electric revenue 

onds. 

The Corporation is not expected to establish a staff for the building 
of dams. It is contemplated that the Corps of Engineers and the 
Bureau of Reclamation would continue to be the dam-building agen- 
cies of the region, although the Corporation would facilitate the fi- 
nancing of those projects. 

The Corporation would fully conform to the requirements and the 
safeguards of the Government Corporation Control Act. 

One of the difficulties, Mr. Chairman, in handling this legislation 
is to show that all these other laws of general application impose 
additional restrictions on the Corporation. And the Government 
Corporation Control Act is the most important of these laws of general 
deulisation to which the Corporation is subject. 

With respect to the history of this proposal, the first proposal for 
the Corporation in the Northwest was formulated by the Pacific 
Northwest Regional Planning Commission, of which, Mr. Chairman, 
the distinguished Mr. Marshall Dana at that time was a member from 
the State of Oregon, and Dr. Charles McKinley, of Reed College, 
and Mr. Roy Bessey were among the distinguished staff members. 

This 192-page document, written 22 years ago, is still a fresh com- 
mentary aa case study on the necessity for this type of a corporation 


to handle this business. 
The second major forum in which this plan was considered was in 

the research committee of the Bonneville Regional Advisory Council 

which is an advisory group of the Bonneville Power Administration. 
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In 1952 and 1953 I was a member of that committee and that com- 
mittee issued 9 different reports which are included among the ex- 
hibits; there were 3 major conclusions in these reports. May I em- 
phasize that this committee consisted of laymen who are broadly repre- 
sentative of the region, certainly broadly representative of both politi- 
cal parties, and in particular have many members who are not con- 
nected with the power business. They came up with these three 
conclusions: That the Bonneville Power Administration should be 
changed to a Corporation; secondly, that it should have substantiall 
a public utility responsibility for regional power supply; and tip 
ly, that it should be enabled to issue electric revenue bonds for the 

ancing of dams and transmission facilities. 

We have carried out in this bill these three major recommendations. 

Among the general principles which we tried to follow in the draft- 
ing of this bill are the following: First, we wanted to make sure that 
authority and responsibility were fixed. Authority and responsibility 
are now scattered among a number of Government agencies and rarely 
is the authority and the responsibility both in the same agency. 

The second principle we followed is that the authority and the re- 
sponsibility be commensurate. We think of the Board of Directors 
of this Corporation as being a policymaking Board and that they 
would employ a general manager, much as the present Bonneville Ad- 
ministrator now occupies that role, to be the executive officer. 

Under the Government Corporation Control Act we contemplate 
that the Congress would continue to have control over the Corporation 
budget. 

The bonds of the Corporation would be sold to the Treasury of the 
United States. This particular point is one which has been discussed 
pro and con as to whether the Corporation should immediately be 
enabled to go, as is provided in the Tennessee Valley self-financing bill, 
to sell bonds in the private market. 

In our second, third and fourth drafts we had provision for the 
bonds to be sold in the private market after the fifth year. The com- 
mittee may wish to consider that alternative financing method. 

We feel that at least for the first 5 years, while this Corporation is 
seasoned, that the bonds should be sold only to the Treasury of the 
United States in order to obtain the lowest cost money. | 

Another principle we retained was the preference or antimonopoly 
clause which is not changed by our bill. 

The central legal issue which I will discuss in a little more detail 
is that we have tried to place on the Corporation a substantial public 
utility responsibility for power supply. 

With respect to the irrigation subsidy, we have left the subject 
exactly as it is. This bill does not change the subsidy to irrigation. 

We do not change the present status of the Corps of Engineers and 
the Bureau of Reclamation with respect to the construction of dams. 
The Corporation will merely facilitate those agencies getting the 
money with which to do the construction. 

With respect to the interest rate, we have prepared a definition which 
insures that the Coporation would repay the Federal Government 
the actual cost of money to the Federal Government. 

And finally, we have tried to put in this bill in a number of places 
some standards with respect to comprehensive development so that 
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the Corporation would not be tempted or enabled to develop less than 
the full potential of the resources. 

In our testimony, Mr. Chairman, there are eleven proposed amend- 
ments which are all of a minor nature and which I shall not take 
any time to describe here. There are also a number of proposed amend- 
ments which we have not yet agreed to, and I will discuss these quickly. 

There is a feeling that the Corporation should have a little more 
specific instruction with respect to its authority to purchase power 
from non-Federal agencies. The bill at the present time includes 
authority for this Corporation to purchase power from non-Federal 
agencies both on a short-term and long-term basis. 

The Corporation is also enabled to wheel power for other agencies. 
In this respect the Corporation would facilitate construction of many 
of the smaller projects by non-Federal agencies. This Corporation in 
no sense is intended to be an agency for the purpose of preventing other 
organizations from constructing projects. On the contrary, we think 
the Corporation should encourage and should facilitate many of the 
smaller projects particularly to be constructed by non-Federal agen- 
cies. 

As I say in my statement, for the Corporation to construct some of 
the minor projects of the region would be like a steam shovel trying 
to pick up a peanut. It would be better for those projects to be built 
by smaller organizations. 

A second amendment which has been suggested and on which we 
have not yet come to agreement is whether section 7 (b) of our bill 
should be stricken. Section 7 (b) gives the Corporation a corollary 
authority together with the Federal Power Commission in connection 
with the licensing of additional projects. 

The Corporation’s authority is limited to the test of comprehensive 
development. We think that if the Federal Power Act itself were 
amended to strengthen its definition of comprehensive planning in 
section 10 (a) of the Federal Power Act, our section 7 (b) would be 
extraneous and could be stricken. 

A third amendment which has been proposed is that the bonds of 
the Corporation be enabled to be sold in the private investment market 
from the very beginning. This amendment we would like to leave 
for the future for further consideration. 

A fourth area of discussion was with respect to whether the Cor- 
poration needs a full-time board of directors. Our present thinking 
is that it:does, that a full-time five-man board of directors would be 
desirable for this Corporation for a considerable number of years. 

We appreciate the position of the Bureau of the Budget, having 51 
Government corporations, in opposing the use of the board of di- 
rectors. And in many cases like the St. Lawrence Seaway Develop- 
ment Corporation bill, obviously an administrator is all that is needed 
when there is such a simple function to be served. 

But in a complicated matter like the Columbia River development 
in which many important policy decisions will have to be made in the 
next 20 years, we think that the cost of maintaining a board of di- 
rectors is something that we would prefer to have in our cost of elec- 
tric power. 

May I emphasize that all the costs that go into this venture will 
have to be paid for by the power users, 
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I mentioned the legal issue of this bill as being that of public 
utility responsibility. There are two extremes which we might have 
observed with respect to this issue. On the one hand we could have 
remained with the present Bonneville Act which considers that the 
agency is merely a seller of surplus power which may happen to be- 
come available. 

At the other extreme the Corporation would be completely respon- 
sible for all power supply of the region, and could be expected to re- 
quire contracts of its distribution systems which would require those 
distribution systems to buy all of their power from the Corporation 
and not be enabled to develop any power of their own, or Be any 
power from any other agency. 

Again we think this bill is a middle-of-the-road bill because it pro- 
vides flexibility in enabling and in encouraging the distribution sys- 
tems of the region to develop as much power as they can on their 
own. 

The concept of the Corporation is that it would be at arm’s length 
from the distribution utility systems and the public utility respon- 
sibility for power supply would be in the distribution systems. 

However, the Corporation may enter into the same type of require- 
ments contracts which Bonneville has established in the Pacific North- 
west so that the Corporation would facilitate and help the distribu- 
tion systems in the carrying of their public utility responsibility. So 
on this point, in summary, I would say that the primary public utility 
responsibility for regional power supply would continue to remain 
in the distribution systems and that the purpose of the Corporation 
is not to be on top but to be on tap, and to enable the Corporation 
to help those distribution systems in carrying their loads. 

This is done particularly by the language at page 5, line 14, in which 
the goal of the advance program of the Corporation is defined. And 
it is defined in the following language: 


To meet the anticipated net power requirements of the Pacific Northwest. 


This means that the Corporation, in its 6-year and 10-year plans, 
advance programs, is to schedule new power generation which will 
meet the net power requirements, which is the difference between the 
anticipated loads of the region and the anticipated power generation 
able to carry those loads. 

I would like to come now to a recapitalization of what we think this 
bill will do. This bill will amend the Bonneville Power Act and 
change the Administration into the Columbia River Development 
Corporation. It will strengthen the ability of the region to have an 
adequate power supply by two means: The first is to strengthen the 
method of financing, the second is to strengthen the method of admin- 
istration. The financing will include the appropriations process, tha 
retention of revenues by the Corporation, and the issue of revenue 
bonds. 

There are some auxiliary points on financing in that the Corpora- 
tion under the Government Corporation Control Act would be en- 
abled to use a business-type budget and commercial-type audit. 

We think this bil] will improve and fix the authority and respon- 
sibility for power supply in the region, and insure that these are 
commensurate. 
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The bill has numerous minor aspects with respect to cost allocations, 
budgetary control, the use of an Advisory Council, and incorporates a 
number of legislative practices which have been proposed over the past 
20 years but have not yet been submitted as amendments to the Bonne- 
ville Act. 

Many proposed drafts of legislation have proposed such improve- 
ments such as Congressman Horan’s bill on the Columbia Interstate 
Commission, which is one of the bills from which we borrowed some 
of these ideas. 

The Corporation would be required to meet the tests of conserva- 
tion in facilitating the comprehensive multipurpose development of 
the Columbia River. The Corporation would be required to operate 
as a self-liquidating enterprise. 

Throughout the “bill we have tried to be mindful of the problem 
which is sometimes described as that of efficienc y versus democracy. 
We would not want efficiency in the Pacific Northwest at the expense 
of dictatorship or domination. We want the Corporation to be under 
adequate control of the Congress and the President, yet also to be 
responsible to the grassroots opinions, desires, and aspirations of our 
people. 

With respect to the dimensions of the job which faces the Corpora- 
tion, the Columbia River today is less than 20 percent developed. It 
represents over 40 percent of the waterpower resources of the Nation. 
It is our estimate that the amount of public and private investment in 
water resources which can be placed in the Columbia River is some- 
where between $10 billion and $15 billion. This investment can be 
placed on a self-liquidating basis. 

As a perspective with respect to these figures, the committee may 
wish to note that the 20th Century Fund has recently issued a report 
entitled “America’s Needs and Resources” which calls for $103 billion 
for the development of the land, forest, and water resources of the 
country; $80 billion of this total would be in the field of water re- 
sources. We think our figure of 10 to 15 billion dollars for the Colum- 
bia River fits in with this overall national picture. 

One of the most important results which we look for from this 
Corporation is its ability to borrow money at low rates of interest. 
Power rates in the Pacific Northwest are extremely sensitive to the 
rate of interest because 40 percent of the costs of the Bonneville Power 
Administration is for interest, and therefore interest is the key factor 
in the cost of our power. 

In addition to providing adequate power supply we look for this 
Corporation to help the region improve its economic outlook. The 
goal of full employment is not being met in the Pacific Northwest, and 
this is not merely an issue at the present time. We have had a recession 
for at least 5 years in the region, and some people think since 1947. 

Our seasonal unemployment, due to our emphasis on lumber and 
agriculture, requires a program of electric power for industrial pur- 
poses to create a more diversified economy. One of the new and 
additional purposes set forth in this bill is borrowed from Senate bill 
2206, placing upon this Corporation the additional function of en- 
couraging the diversified industrial and economic development of the 
region. 
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Mr. Chairman, in closing this statement we think in summary that 
this bill may be a significant further improvement in the chain of 
events which was started with the enactment of the Bonneville Act. 
We are not suggesting that this bill will answer all problems. ‘This is 
not a CVA bill and does not attempt to go to the extremes that a broad 
all-inclusive agency would be enabled ‘to go. 

This bill addresses itself to the simpler ‘problem of facilitating the 
power program of the region, yet doing so with care that the river is 
developed in the most comprehensive manner. 

Thank you very much. 

Senator Neusercer. Thank you, Mr. Norwood. 

Weare certainly pleased that Senator Jordan is here. 

Your late distinguished predecessor, Senator Scott, took a great 
interest in the Columbia River Basin, and once even favored us with 
a Visit several years ago to some of the great projects we are discussing 
here today. We hope some time you and Mrs. Jordan may do that, too. 

Senator Jorpan. Thank you. 

Senator Neusercer. We are so pleased that you are here. I havea 
few questions. 

To begin with I want the record to be straight on one particular 
matter. “Would the Columbia River Regional “Corpor ation pay the 
Treasury the identical interest rates which the T reasury had to pay 
for its money? In other words, if the going rate was 3% percent, 
would that be the interest rate paid by the Regional Corporation ¢ 

Mr. Norwoop. Yes, sir. 

Senator Neupercer. In other words, the Treasury would not be 
called upon to subsidize the Corporation with any lower interest rate? 

Mr. Norwoop. That is correct. The precise language which we have 
checked from numerous bills before the Congress, is at page 30, line 6: 

The rate of interest for each fiscal year shall be the average interest cost on 
all outstanding marketable interest-bearing obligations of the United States 
Treasury as computed by the Secretary of the Treasury as of June 30 of the 
preceding fiscal year. 

We are also amending page 27, line 3, to use this same language. 

This would insure that the Corporation would never be subsidized 
by the Treasury. 

Senator Neupercer. Would the Treasury have to buy all of the 
Corporation’s bonds that the Corporation requested the Treasury to 
buy ? 

Let’s say in a given year the Corporation decided to invest $50 
million in power projects. Would the Treasury have to buy the bonds 
for that entire amount. 

Mr. Norwoop. The answer is almost completely “Yes.” However, 
the Secretary of the Treasury has one option of turning down the 
bond issue, and that is on the grounds that he must make a determina- 
tion that the revenues of the Corporation will be adequate to service 
the bonds. If he does not feel that the revenues of the Corporation 
will be adequate he could turn down the bonds. Of course, that is 
just a rate question and we do not think there will be any problem 
on that point. 

Senator Nevunercer. But beyond that particular point, the Secre- 
tary of the Treasury would have to buy the $50 million worth of bonds 
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that the Corporation wanted to use to secure the financing for that 
particular fiscal year ? 

Mr. Norwoop. That is correct. 

Senator Neusercer. Where would the Treasury get this money? 

Mr. Norwoop. The Treasury, in turn, would reissue or would issue 
Federal bonds so that in effect the Treasury would merely be the 
vehicle for the Corporation selling its bonds in the private market. 

We think that is better procedure for the Treasury in terms of con- 
trolling its fiscal problems than for many Federal agencies to go into 
the bond market directly. 

Senator Neusercer. In other words, this would not require any ap- 
promsyerars to the Treasury in order for the Treasury to float the 

onds to finance the development undertaken by the Columbia River 
regional Corporation ? 

Mr. Norwoop. That is correct, sir. 

Senator Neupercer. Because as you know, one of the reasons put 
forth by yourself and other advocates of the Corporation has been 
that the rate of appropriations has not been sufficiently fast to keep 
up with power demands in the region. I want to make very explicit 
as to where the ultimate control would be over the rate of Federal 
investment in river development. 

As I understand it from you, this ultimate control would be in the 
Columbia River regional Corporation itself, except for certain tech- 
nical controls that the Secretary of the Treasury might choose to ex- 
ercise if he were not satisfied with your repayment ability in amor- 
tizing the bonds. Isthat true or not ? 

Mr. Norwoop. I think I would like to restate that, Senator. The 
request for funds would originate with the Corporation which would 
submit a budget program. The budget program goes to the Presi- 
dent, which means the Bureau of the Budget can change the program. 

Senator Neusnercer. In other words, the Bureau of the Budget 
would have control ? 

Mr. Norwoop. Under the Government Corporation Control Act the 
Bureau of the Budget can change the budget for the President. The 
budget then goes to the Congress, and if the Congress does not change 
the budget, the budget is approved. The Congress has a veto power 
over any activity of this Corporation each year, but it is not the type 
of detailed process which pertains to the normal appropriations proc- 
ess. This would be a much simpler type of budget review such as 
pertains to the other Federal corporations. 

But the Congress would have, annually, a control over the program 
of this Corporation. For example, the Corporation may not start 
the construction of any new dam unless that dam has been listed in a 
budget program of the Corporation. And the Congress can stop, if 
it wishes, the proposed dam by changing the budget. But this is a 
veto power as distinguished from the more laborious processes of the 
appropriations processes. 

eth ehéie Nevpercer. But the Congress still would have a veto 

ower. Congress would have the right, let’s say, to scale down the 
$50 million I have mentioned, to $35 million, is that correct? 

Mr. Norwoop. That is correct. 

Senator Neupercer. If the Congress thought that was advisable it 
could so do? 
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Mr. Norwoop. The Corporation would continue to be subject to 
congressional control. 

Senator Neusercer. Let’s just take a specific project which I think 
would give us a little idea of how this regional Corporation would 
apply. Let’s say, the Corporation had been in existence for a decade. 
How would the John Day Dam on the Columbia River have been 
authorized and financed if S. 3114, or an improved version thereof, 
had been the law of the land? John Day is in our minds now; we 
have secured a million dollars to start it, and we hope to obtain a good 
deal more in appropriations this year to really get it under construc- 
tion. How would that have applied to the John Day Dam? 

Mr. Norwoop. Senator, the main element in my answer is a psychol- 
ogical element. The John Day Dam is a self-liquidating project. 
The Congress would not be using tax money to finance it because the 
John Day Dam is going to repay the principal with interest, in any 
event. 

Senator Neusercer. Would Congress have had to authorize John 
Day Dam as an authorized project as was done in 1950, I believe, or 
whenever that took place; would Congress still have had to authorize 
it ? 

Mr. Norwoop. No, sir. It could have. Congress can authorize 
specific dams and direct the Corporation to build them. But the 
status of a dam under this bill is very similar to the status of a 
Bonneville transmission line. The act itself authorizes the Corpora- 
tion, as does the TVA Act, to build any dam. 

And the congressional check comes only once, at the time that the 
budget program of the Corporation proposing to spend money on that 
dam, comes before the Congress. So instead of having to go through 
eight jeopardies, the Corporation would only have to go through 
basically only one. It would simplify the processes. 

Senator Neupercer. There would not have to have been necessarily 
an authorization by the Congress to build the John Day Dam? 

Mr. Norwoop. That is correct, sir. ; . 

Senator Neusercer. Who would decide, let’s say, something like 
the benefit-cost ratio as was decided at John Day by the Army engi- 
neers? Would such a study have to be made by law under this act , 

Mr. Norwoop. This bill incorporates all the best thinking we have 
been able to put together on cost allocations. And it provides not 
only for the final making of the cost allocations but also for interim 
cost allocations and preliminary cost allocations. ' 

This bill will require that the Corporation, in connection with the 
presentation of its budget program, in which it proposes the construc- 
tion of a new dam, would indicate the proposed benefit-cost ratio 
and the method of cost allocations so that the Congress would be on 
notice as to the dimensions of the project, and so that we would no 
longer have the type of thing which has happened so often in the past 
where it is contended that a project is being constructed for many 
purposes and then we are greatly surprised ten years later when the 
cost allocations are filed to find power saddled with practically all 
of the cost. 

Senator Nevpercer. The funds would be obtained through these 
bonds from the Treasury. If the dam under question were John 
Day, would the Regional Corporation turn those funds over to the 
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Corps of Engineers then to build John Day in the same manner in 
which John Day soon will be built? Would the Corps of Engineers, 
in other words, build John Day Dam by giving specifications to 
private contractors and then the successful contractor, on bid, would 
construct John Day? Would that still be done by the Corps of Engi- 
neers ? 

Mr. Norwoop. That is correct. The Corporation would not have 
to hire any additional personnel for that purpose. 

Senator Neupercer. In other words, once you had secured the funds 
necessary for John Day on a fiscal year — those funds would 
be turned over to the Corps of Engineers for the building of John Day ? 

Mr. Norwoop. That is correct. 

Senator Neusercer. Let me ask you this: Let’s say that somebod 
opposed John Day Dam. Where would they go to voice their opposi- 
tion? Let’s say it would be the community “of Arlington, which I 
think was instrumental in having the size of John Day scaled down, 
to cite an actual case, or the Indian fishermen at Celilo, who actively 
opposed The Dalles Dam. Where would they have to go to voice 
opposition to this project ? 

Mr. Norwoop. They would have one forum in the Congress, and 
that would be the Appropriations Committee which would handle 
the particular bill which we think would poss*bly be the independent 
offices bill, but it could be the Interior Department bill if the Corpora- 
tion is under the supervision of the Secretary of the Interior, and 
at that time they would have their hearing. 

Senator Neunercer. As you know, there is very often opposition 
to projects in the Columbia Basin. It may come from fishing interests, 
from conservation interests, from a community or farm development 
that is to be flooded, or it may come from a utility or railroad, and 
some times the objections are frivolous and some times they are very 
well founded. 

But it seems to me that these people in a democratic society must 
have a genuine forum where they can go to voice these objections. 
Much of the criticism that has come to me of the Corporation bill 
has been from people who feel that there would not be such a legitimate 
forum. Again I want you to emphasize, where would these Indian 
fishermen or the Mayor of Arlington go to oppose the John Day Dam 
if ‘hey thought that that was in their welfare ? 

Mr. Norwoop. Mr. Chairman, I am not the attorney for these people, 
but the Northwest Public Power Association would like to have a 
place to go and voice its objections, if necessary, and therefore we are 
equally concerned that we have a place to go, and where we can be 
heard. 

Senator Nrupercer. Of course, my hypothetical question involves 
any group that would feel that it should oppose a certain dam favored 
by the Columbia River Regional Corporation. Where would they 

0? 
' Mr. Norwoop. We have sat on both sides of the table sufficiently 
0) that we know that if we take advantage of a situation, next time 
the table may be turned on us. We want to be able to go to the Appro- 
priations Committees in both Houses to be for or against some element 
in the program of this Corporation. And that Appr opriations Com- 
mittee would be the place where we would go. 
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Over and above that, if we think the Corporation bill needs further 
amendment, then of course we would go to the legislative committees. 
Senator Neupercer. In other words, the Appropriations Commit- 
tees would have control over this $50 million request that I have stated 
hypothetically that the Regional Corporation felt was its needs for a 
certain fiscal year. Is that where the forum would be for these people ? 

Mr. Norwoop. That would be, I should say, the ultimate forum. 

The bill itself creates new forums in the Board of Directors which 
is to hold hearings in the region and the bill provides for such hearings. 
The bill provides and creates an Advisory Council which is another 
mechanism for the settling of these issues in the Pacifle Northwest, so 
that the issues will not bother the Congress at all. We think that gen- 
erally the Corporation will get all of its laundry washed in the region 
without having to bring it back here for washing by the congressional 
committees. 

Senator Neusercer. In other words, before the John Day Dam 
would ever be approved by the Columbia River Regional Corporation, 
there would be extensive hearings in the Pacific Northwest itself for 
all interested parties either favoring or opposing that dam, is that 
correct ? 

Mr. Norwoop. I would say that whenever hearings were requested 
the Corporation would have to hold hearings to settle the issues in 
the region. 

Senator Neupercer. And there is no possible way under the modus 
operandi of the act that they could do these things and disregard 
public opinion ¢ 

Mr. Norwoop. That would be my opinion. The Board could always 
be highhanded, but it would be highhanded and they wouldn’t get 
away with it very long. 

Senator Neupercer. Right along that line of the extent of the au- 
thority of the Corporation, you yourself made reference on page 8 
of your statement with respect to the control of the regional Corpo- 
ration over other projects in the Pacific Northwest. On page 15 of S. 
3114, the bill, it says: 

The economical unified development and regulation of the Columbia River 
system requires that no dam or pertinent work affecting in any manner the 
present or future construction, operation, or maintenance of water-control 
structures on the Columbia River or its tributaries be constructed until plans 
for such construction, operation, or maintenance shall have been submitted to 
and approved by the Board— 
et cetera. 

Let’s take two very specific situations which occurred in the North- 
west in recent years and which involved a great amount of contro- 
versy. The Idaho Power Co. applied for the Hells Canyon stretch of 
the Snake River and ultimately secured a license from the Federal 
Power Commission to build those three smaller dams even though 
the 308 report of the Army engineers had earlier recommended a 
high Federal dam at Hells Canyon. 

In addition the Grant County Public Utility District was able to 
secure legislative deauthorization of the proposed Federal project at 
Priest Rapids so that Grant County Public Utility District could build 
its own project there. Had the regional Corporation been in existence 
during those controversies, would it have been possible for the Grant 
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County Public Utility District or the Idaho Power Co. to build proj- 
ects on those sites without the permission of the regional Corporation ? 

Mr. Norwoop. The jurisdiction of the regional Corporation would 
have been confined to one point, and that is: Does the project conform 
to the plan for comprehensive development of the river? If the 
project meets that test, then the jurisdiction of the Corporation is gone. 

Senator NeuperceEr. Let me stop right there and ask you this: In 
other words, if the Idaho Power Eo, had proposed to build a project 
identical to that recommended in the 308 report, would the regional 
Corporation have had no jurisdiction ? 

Mr. Norwoop. Under this bill the regional Corporation would have 
to beat the Idaho Power Co. to the site in order to get ahead of the 
Idaho Power Co. 

Senator Neupercer. What do you mean by that? Let us say that 
the Idaho Power Co. had submitted a proposal to the Federal Power 
Commission that it build a high dam. Could the regional Corporation 
then immediately announce plans of its own to build a high dam and 
stop the Idaho Power Co. from doing so, or not? What would have 
been the situation before the Federal Power Commission, under this 
act ¢ 

Mr. Norwoop. This question raises a paradox because the Corpora- 
tion would not go to the Federal Power Commission for authority to 
build the high Hells Canyon Dam. The question is also hypothetical 
because we know, of course, that the Idaho Power Co. would not, could 
not, build the high Hells Canyon Dam because it cannot command 
the low rate of interest which is necessary. 

Senator Neupercer. But you can’t rule out such a possibility. Let’s 
say the Idaho Power Co. had been in alliance with various PUD’s 
and soon. Because, after all, at Priest Rapids a PUD is selling power 
extensively to private corporations. If you don’t want to say Idaho 
Power Co., let’s say some combine of private and public interests in 
the region that proposed to build the high dam at Hells Canyon iden- 
tical with that recommended in the 308 report. Then what would have 
been the situation ? 

Mr. Norwoop. I have formulated my answer—the Corporation 
would file an intervention before the Federal Power Commission and 
say that because the Corporation has plans to submit this dam in its 
next budget program to the Congress, it asks the Federal Power 
Commission to withhold the issuance of a license, even though the 
dam which is proposed by the Idaho Power Co. meets the full test of 
comprehensive development. The Corporation might not be able 
legally to stop the Idaho Power Co. from building it. But it can ask 
the Federal Power Commission to withhold a license in order to give 
the Corporation an opportunity to build the project itself. I think 
that would be the legal answer to your question. 

Senator Neupercer. Would the Federal Power Commission under 
that law have to grant that objection, or could it still license the 
Idaho Power Co. to build the high dam ? 

Mr. Norwoop. I think the burden of the preference provisions of 
the Federal Power Act and the legislative history of the Federal 
Power Act are such that a court case would side with the Corpora- 
tion, and that the Federal Power Commission would have to grant the 
wishes of the Corporation. 
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Senator Nreupercer. Again I want to get back to this particular 
point. The Corporation could object to a project only when that 
project did not provide full comprehensive development; is that cor- 
rect, or incorrect ? 

Mr. Norwoop. That is correct. 

Senator Neupercer. And yet, even though the project provided 
full comprehensive development, you still could ask the Federal Power 
Commission to withhold licensing of that project because the regional 
Corporation felt that it better could develop or integrate the site at 
some subsequent time ? 

Mr. Norwoop. I wouldn’t have added the “subsequent time” part. 
I would say that just as the Federal Power Act now provides a pref- 
erence to a public agency as against a private agency when identical 
applications are made, the Federal Power Commission must favor 
the public agency application. 

In other words, that is the preference provision of the Federal 
Power Act. And it would facilitate the Corporation’s application to 
the detriment of the private utility application. But it would have 
to be timely and at that time. It would have to be then and there. 

Senator Nrusercer. Inasmuch as you have mentioned the prefer- 
ence clause just now, and as you also emphasized in your opening 
statement, Mr. Norwood, that the regional Corporation bill retains 
the so-called preference or antimonopoly clause, I would like to ask 
you one or two questions about that, and I don’t want to detain you 
too much further because we have quite a list of witnesses this morn- 
ing. This is, I think, a key question. 

‘As you realize, of course, there has been a great deal of controversy 
in the Northwest over the preference clause in recent years. Much of 
this comes from the State of Oregon where there are far fewer public 
agencies than there are in the State of Washington. Under the Re- 
gional Corporation Act what assurance would there be that ultimately 
as the years passed by a sufficient amount of power from the Colum- 
bia River system would go to the State of Oregon or any other States 
in the region where there were not extensive or substantial-sized public 
agencies / 

Mr. Norwoop. The preference clause is operative only in a power 
shortage. What we are trying to do by means of this bill 1s to get away 
from the power-shortage problem. This bill, in the first place, sets 
up a congressional mandate on the Corporation to meet the anticipated 
net power requirements of the region. That means to take care of all 
power requirements, including industrial needs, so that there is no 
power shortage. 

This bill then further helps the Corporation to carry out this 
congressional mandate in two ways: By providing a better administra- 
tive procedure; and secondly, by providing the financing necessary 
to build the dams. 

Through these three steps—the congressional mandate, better financ- 
ing, better administration—we hope to get away from the power 
shortages which bring the preference clause into play. If there is no 
power ‘shortage, the preference clause sits on a shelf unused. 

Senator Nevsercer. That is true. But let us say there is a power 
shortage. Let us assume the worst, that no agreement is possible with 
Canada; ; that certain key sites are involved in controversy over fish- 
eries and conservation and other things, which are factors which do 
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exist and which will not be changed by the regional Corporation, at 
least in the immediate future. 

Let us assume that there is a shortage. How would you assure that 
a reasonable amount of the energy, let’s say, went to a State like Oregon 
without a great many public conduits in which to funnel the power? 

Mr. Norwoop. The Te coeeeaie would have to build steam plants 
and atomic-energy plants. 

Senator Neupercer. Would the cost of the energy be distributed 
equally throughout the system if that were done? 

Mr. Norwoop. Yes. The Corporation bill does not change the rate 
making provisions of the Bonneville Act. We would continue to have 
the regionwide postage stamp rate. 

Senator Neusercer. It is your contemplation that the regional Cor- 
poration, in other words, would not permit a shortage to develop, even 
if it had to go to nonhydro methods of generation? Is that true? 

Mr. Norwoop. That is almost true. I am not saying that the Cor- 
poration does not have the privilege of making mistakes. But it would 
be a mistake. And the Corporation has all the authority in this bill 
to meet the public-utility needs of the region. 

Senator Neupercer. With respect to the preference clause, because 
again that has been such a matter of controversy and discussion in my 
State, I want to ask you about several modifications of it that have 
either been proposed or occurred. 

Do you favor the reservation that was made at Hungry Horse for 
distribution of a certain percentage of that energy in Montana? 

Mr. Norwoop. I favor it because I understand the political reali- 
ties which were involved. And I think that is the only way I can 
justify it. It is a political expedient. I think it is a good political 
expedient. Iam in favor of it as a political expedient because I recog- 
nize political realities as being just as hard and important to deal with 
as engineering realities. 

Nevertheless, I would treat it as exceptional, and one reason that 
we can treat it is as exceptional is that it really hasn’t modified our 
picture, it really set a minimum standard for Montana. Montana is 
actually using more power today, and deservedly so, than the prefer- 
ence provision of the Hungry Horse Act secures for it. So the ques- 
tion is really moot in that case. 

Senator Nreusercer. Did you favor the reservation of 500,000 kilo- 
watts to Idaho in the proposed Hells Canyon bill which, alas, has not 
yet become law ? 

Mr. Norwoop. Again as a political expedient it is a reasonable pro- 
vision because with the tremendous phosphate beds in southern Idaho, 
half of that 500,000 kilowatts would actually go into the phosphate 
beds which are a national concern anyway. So the 500,000 kilowatts 
for Idaho and eastern Oregon was just an assurance against a fear 
of fear itself. I don’t think it establishes a new principle. 

Senator Neusercer. Some people in Oregon have advocated using 
the Hells Canyon bill as a precedent that the 500,000 kilowatts from 
John Day Dam be reserved for Oregon. Would you think that would 
be a mistake ? 

Mr. Norwoop. There would be many questions as to what that would 
mean. If it means 500,000 kilowatts over the present situation, that 
might have some unreasonable effects. I think at about this point— 
your easy-to-handle exceptional cases such as Hells Canyon and Hun- 
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gry Horse—is where you would depart from such exceptions and you 
would begin to make a general rule which would result in breaking up 
the Northwest power system. And that is where we have to stand 
firm because the integrity of the regional power system of the Pacific 
Northwest is what enables us to get about 20 percent more power out 
of the system as a whole than if the various projects were operated 
in isolation. 

Since this isolated provision of the Hungry Horse Act has not in- 
terfered with the integrity of a good system, I think we can live with 
it. But we have to keep our eye on whether we obtain the maximum 
benefits out of the Columbia River system. 

Senator Nevusercer. I think it is important to have your answers 
on this particular matter because, as you know, this has caused so 
much discussion in the State of Oregon and all over the Pacific North- 
west that it seems to me that to some extent there must be some 
clarification. 

Just one further question, and I will not impose on your time 
further. 

Would you see an objection to having a preference clause either in 
the existing Bonneville Act or in the proposed Regional Corporation 
Act to provide that there had to be a fair geographic distribution of 
the power? Just as a precaution, not only to prevent monopoly by 
private utilities but to prevent monopoly by any one State or geo- 
graphic location. Do you see any objection to that to provide a fi air 
geographic distribution of the power ? 

Mr. Norwoop. I would be very much afraid of that kind of provi- 
sion because sooner or later it would place in the hands of somebody 
the authority to decide where and when and what kind of industry 
may locate—for example, the private utility contracts, on which I have 
submitted an extensive memorandum. 

The background of those contracts is that the private utilities were 
out to set a standard in the region that would prevent any more 
aluminum companies coming in the region, and they have been able 
to do so by means of these private utility contracts. Those contracts 
are one of the things that we plow around by means of this bill. 

I think the best answer to this problem is that the Corporation pro- 
vide an adequate power supply so that an industry could come into the 
region of its own free will and volition—any kind of industry—at 
any time, and can settle any place and have power supply available 
to it. 

I think that is the kind of choice that should be available to private 
free enterprise rather than having some Government bureaucrat de- 
cide what kind of industry may settle where and when. 

Senator Neunercer. You don’t think that the prefer rence clause as 
it presently stands or as it would be in the Regional C orporation bill 
would lead inevitably in any time of power shortage to a concentration 
of that industry in the State that had the most public agencies / 

Mr. Norwoop. I believe the answer to your question is “no.” What 
this bill would do to the preference clause is assign a different role 
to it. Inthe Bonneville Act the preference clause is a very important 
provision because we are dealing with merely a surplus power supply 
which may run short—may not go around. But when the Corporation 
has a public utility responsibility for the region, then the only re- 
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maining function for the preference clause is to act as a safety valve 
against the kind of situation we had, for example, in 1946 when the 
private utilities came back here and testified against the construction 
of Chief Joseph Dam, and that testimony was one of the reasons that 
the Pacific Northwest had the power shortage of 1952, and the com- 
panies were responsible for it and the operation of the preference 
clause at that time was something they brought on themselves, and 
that could happen even under this Cor por ation. 

Senator Nreupercer. I think you are familiar with the fact that in 
the omnibus rivers and harbors bill, which we passed this year and 
which unfortunately was vetoed by the President and is presently back 
before this committee, there was a provision proposed by Senator 
Case of South Dakota, accepted by this committee, accepted by the 
Senate and the House with very little controversy, as I recall, and 
that provision provided that in the Missouri River projects there had 
to be a substantial amount of energy reserved for those States where 
the energy was generated, despite the existence of the preference 
clause. 

I want to preface my question to you in this way: As I recall, the 
supporters of the preference clause in the Senate and in the House 
raised very little, if any, objection to this. There was some discussion 
of it when the conference report came back to the Senate, but, as 
I recall, there was little if any discussion when the bill originally went 
through the Senate. There was very little discussion in this committee 
about it, although we did listen to Senator Case’s appeal and we did 
accept it. And there are a good many supporters of public power, very 
active supporters, very able supporters, present company excepted, on 
that committee. 

What would you think of that kind of reservation in the Bonneville 
Act or in the Regional Corporation bill ? 

Mr. Norwoop. I can make some distinctions in the Missouri Basin 
which would make the Case amendment less risky than it would be 
in ours. We, of course, do not support the Case amendment. We think 
it is a very risky pattern because it doesn’t merely confine itself to the 
Big Bend project but puts the entire Missouri Basin under this new 
rule, merely in order to accommodate a particular situation in South 
Dakota. 

[ think it might have been better to have restricted it to the Big Bend 
project alone if an accommodation had to be made. 

We can’t support the Case amendment. We think the hazards in 
the Northwest would be too great. And the hazards are generally in 
the direction of creating uncertainty with respect to what the results 
would be. We think it is better to have certainty with respect to the 
consequences of legislation. 

Senator Neusercer. Senator Jordan, do you have any questions for 
Mr. Norwood ? 

Senator Jorpan. I have one question. In discussing the location of 
these dams, preference and so forth, suppose it is a private group that 
wanted to build a dam down in this basin, and you claim ‘urisdic tion 
over that site for any undetermined number of years. What would 
happen in a case like that? Maybe you could claim jurisdiction and 
hold it 25 years because you wanted to keep somebody else from 
building. What would happen ina case like that ? 
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Mr. Norwoop. Senator, I have my answer in two parts. The first 
sot is that we have approximately 580 dam sites remaining in the 

acific Northwest. There is, at least for the next 20 or 25 years, so 
much hydro still to be developed in the region that there will be op- 
portunity for almost everybody to build a project. 

Also, as I stated earlier in my testimony, we feel that the smaller 
projects should not be built by the Corporation but that it should 
utilize its resources, time and effort on the more complicated and larger 
projects, and actually encourage the construction of hundreds of small 
projects by local utilities. 

The second part of my answer is that before the Federal Power 
Commission, the Corporation status would only be that of the Federal 
Government as a proprietor, as a preference agency under the Federal 
Power Act. And that proprietary right would be limited to a willing- 
ness to build the dam now, just as the private utility is willing to build 
it now. If the Corporation i is not willing to build the project now, 
it has no status before the Federal Power Commission and the license 
would issue to the private utility. 

So that its opportunity has to be used now or it is gone. 

Senator Jorpan. In other words, you couldn’t tie up a site for an 
indefinite period of time just to keep somebody else from getting it? 

Mr. Norwoop. That is correct, sir. 

Senator Jorpan. That isall. 

Senator Neusercer. Mr. Norwood, because our time is limited I am 
going to suggest this: Your group "has been one of the main pro- 
ponents of this proposal. Mr. Mapes, committee counsel, has a great 
many questions, some of them of a technical nature but important 
questions for you. Yet he feels that some of the subsequent testimony 
may shed added light on that in developing those questions. So I am 
going to ask, if it is convenient with your schedule, that you be avail- 
able through the hearings for the 3 days, and that we may be permitted 
to recall you at the end of Fr iday’s hearings for some further questions 
which might be amplified by later witnesses. Is that convenient to 
you? 

Mr. Norwoop. Senator, I shall be available throughout the hearings 
and will be happy to answer questions any time. 

Senator Neupercer. We will probably do that late Friday morn- 
ing. Thank you very much. 

(The complete statements of Mr. Norwood follow :) 


STATEMENT OF Gus Norwoop, EXECUTIVE SECRETARY, NORTHWEST PUBLIC POWER 
ASSOCIATION, RELATING TO S. 3114 


My name is Gus Norwood. For almost 11 years I have served as executive 
secretary of the Northwest Public Power Association, which is comprised of 104 
consumer-owned electric systems in Alaska, Montana, Idaho, Orgon and Wash- 
ington. These systems serve almost 2 million people with low-cost electric power. 

Pursuant to a resolution adopted at the annual membership meeting in 1954 
our association has taken the initiative in formulating the bill which is before 
the committee designated as S. 3114. The bill has been under preparation over a 
4-year period. We have circulated about 15,000 copies of earlier drafts in order 
to encourage consultation, criticism, comments and suggestions from all interested 
persons, and have received and considered hundreds of replies. We think that as 
a result this is truly a grassroots bill, but we recognize the desirability of con- 
sidering all additional suggestions that may be made. 

Our principal objective is the realization of the benefits, national as well as 
regional, which will result from the additional development of the hydroelectric 
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resources of the Pacific Northwest, particularly the Columbia River and its 
tributaries. 

We also want the Corporation to meet the test of developing our water re- 
sources on a comprehensive, multiple-purpose basis and think that the provisions 
of the bill will facilitate such development. 

The Bonneville Act of 1937 is no longer adequate for meeting these broad ob- 
jectives. The needs of the region have outgrown the Bonneville Act. The regional 
corporation bill S. 3114 remedies the two chief weaknesses of the Bonneville Act 
by strengthening the method of financing and by strengthening the method of 
administration. 

There is also a broader benefit. The bill will help reestablish the goal of full 
employment for the Pacific Northwest economy. We need more low-cost power 
and the assurance of future low-cost power to provide more jobs for more people. 

It is the farsighted development of a region’s natural and human resources 
which sets the regional corporation bill on a higher level than merely a program 
for dam construction. 

We have avoided both the extremes of the interstate compact approach and 
that of a Columbia Valley Authority. The question of public or private distribu- 
tion of power is not affected but is left for local determination. 

In a nutshell, the proposed Corporation would succeed to the Bonneville Power 
Administration, have a five-man Board of Directors appointed by the President 
and confirmed by the United States Senate, have authority to reinvest its power 
revenues and also issue electric revenue bonds, have authority to finance dams 
which would be build by either the Corps of Engineers or the Bureau of Recla- 
mation. The Corporation would fully conform to all the requirements and safe- 
guards of the Government Corporation Control Act and be subject to the civil- 
service laws and similar statutes of general applicability. 


INTEREST AND BACKGROUND OF THE ASSOCIATION 


Our consumer members share with the Federal Government a common concern 
with regard to the comprehensive development of the water resources of the 
Pacific Northwest, and we have a particular concern with the efficient develop- 
ment of the hydroelectric power potential. 

This concern was expressed by our membership when it ordered the preparation 
of this bill 4 years ago under the following resolution: 


“A RESOLUTION—REGIONAL POWER ORGANIZATION 


“To open new avenues of agricultural and industrial opportunity and to provide 
increased employment for an expanding population by accelerating the rate of 
power development, the Northwest Public Power Association, at its annual 
membership meeting in Tacoma, April 1, 1954: 

Resolves, That this association cooperate with other civic groups of the region 
in the preparation and sponsorship in the Congress on a bipartisan basis of 
legislation creating a regional public organization to carry forward the North- 
west power program on a basis of assuring an adequate power supply, at the 
lowest possible rates consistent with comprehensive development of the water- 
power resources of the Pacific Northwest: Provided, That drafts of such legis- 
lation be sent to each member utility system with a request for comments and 
recommendations for improvements to the end of submitting a final draft to the 
84th Congress in January 1955.” 

This concept is not new. On the date it was founded, January 31, 1941, the 
Northwest Public Power Association adopted a resolution calling upon Congress 
to form “‘a Federal nonprofit corporation for the wholesale marketing of Columbia 
River power. * * *” This resolution was adopted only 3% years after enactment 
of the Bonneville Project Act in 1937. 

Our systems comprise rural electric cooperatives, public utility districts and 
municipal electric distribution systems throughout the Columbia River Basin. 
They are representative of the region and have a regionwide point of view. Our 
oldest system, McMinnville, Oreg., went into the electric business 69 years ago 
in 1889. Our largest system is Seattle City Light. We serve most of the rural 
areas of the Columbia River Basin. 

Our systems operate about $700 million in electric plants, operate about a mil- 
lion kilowatts of generating capacity, and have about 8 million kilowatts of 
additional generating capacity under construction. 

The general public has benefited through the low electric rates which our 
systems provide. We are trying to pass on to our consumers the benefits of low 
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cost power from the Federal dams. Last month our association presented 23 
1-cent power achievement awards to utilities which succeeded in 1957 in selling 
electricity for home use at an average of less than 1 cent per kilowatt-hour. 

Last year our systems paid into the United States Treasury about $25 million 
for wholesale electric power from Federal projects. Thus we help to repay the 
interest and operating expenses and retire the Federal debt or investment in the 
dams. We regard the power investment in the Columbia River power system 
as a loan from the Federal Government which we must repay together with in- 
terest. As of June 30, 1957, our systems had paid BPA almost $139 million for 
power. By 1960 our annual power bill will exceed $30 million per year. 

The Federal Government has received over half a billion dollars in revenue 
from its power enterprise in the Pacific Northwest. As of June 30, 1957, BPA 
had turned into the United States Treasury $512 million. We are proud of this 
record. 

However, may we emphasize that the interest and background of our member 
systems is not confined to the power aspects. This bill S. 3114 is broader than 
just power. In fact we would wish to be recorded as favoring the broadest pos- 
sible goals of conservation, namely, that conservation is the wise use of re- 
sources for the greatest good for the largest number of people for the longest 
time. 

PREPARATION OF S. 3114 


This is a grassroots bill. S. 3114 is the seventh preliminary draft prepared 
by the Northwest Public Power Association over a 4-year period with the assist- 
ance of hundreds of comments and suggestions resulting from the circulation 
of about 15,000 copies of the earlier drafts. This bill has cost us about $5,000 
in legal fees, printing, and overhead expenses. 

May we hasten to add that the ideas and principles of this bill are not original 
with us. The idea of a public regional electric corporation for the Columbia 
River Basin was first proposed in the excellent 1936 report of the Pacific North- 
west Regional Planning Commission. 

This 192-page document of 22 years ago can be read today in 1958 as a fresh 
and pertinent case study for enactment of S. 3114. 

Many of the ideas for S. 3114 were publicly discussed and formulated in 1952 
and 1953 through the Research Committee of the Bonneville regional advisory 
council. The council comprised laymen with a diversified, regional point of 
view. We participated in all these meetings. At the June 19, 1952, meeting of 
the council in Spokane I presented a paper, Two Percent Financing, which em- 
phasized that power, in order to be low in cost, must be financed at low interest 
rates. 

The 9 reports of the research committee and their discussion around the region 
led to 3 major conclusions which have been incorporated in 8. 3114: 

(1) BPA should be authorized to issue revenue bonds to finance multiple- 
purpose dams and transmission facilities. 

(2) BPA should be changed to corporate form. 

(3) BPA should have substantially a public utility responsibility for 
regional power supply. 

Another essential background fact which helps place S. 3114 in proper perspec- 
tive is the legislative history of the Bonneville Act as compromise legislation. 
Because the Congress was not ready to follow the recommendation of the Pacific 
Northwest Regional Planning Commission to create a regional power corpora- 
tion at that time, Congress stated right in the Bonneville Act that it was a tem- 
porary law. This provision of 1937 reads: 

“The form of administration herein established for the Bonneville project 
is intended to be provisional pending the establishment of a permanent admin- 
istration for Bonneville and other projects in the Columbia River Basin.” 

Thus the subsequent enactment of a bill like S. 3114 was contemplated by 
Congress 21 years ago. 

The seven drafts of the region corporation bill are dated as follows and a 
copy of each draft has been filed with the committee: August 16, 1954, October 
1954, March 1955, January 1957, March 1, 1957, September 1, 1957, and January 
10, 1958. 

In the actual drafting of S. 3114 we began with the St. Lawrence Seaway De- 
velopment Corporation Act, as signed by President Eisenhower in May 1954, as 
our model. Standard language has been borrowed whenever possible from exist- 
ing statutes. 
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Among the general principles which we tried to adopt are these : 
(1) Authority should be commensurate with responsibility. 
(2) The Corporation should operate on a decentralized basis in the region. 
(3) The Board of Directors is not to be administrative. 
(4) The role of the Board is to set policy. 
(5) Congress controls the Corporation budget. 
(6) Bonds are to be sold to the Secretary of the Treasury. 
(7) Preference or antimonopoly clause is not changed. 
(8) The Corporation may assist distribution utilities of the region in 
meeting their public utility responsibility. 
(9) Irrigation subsidy is not changed. 
(10) Army and Bureau continue to do actual dam construction. 
(11) All Federal power investment is to be repaid with interest. 
(12) Interest is actual cost of money to the Government. 
(18) Test of comprehensive development must be met. 


AMENDMENTS TO 8. 3114 


Since the introduction of S. 3114 on January 23 the Northwest Public Power 
Association has received additional comments and suggestions for further im- 
proving the bill. 

At this time we are in accord with four amendments as follows: 

1. At page 2, line 14, insert the word “Federal” after the word “such”. 

This should make more clear that it is not proposed that the Corporation take 
over any non-Federal power projects. Even in the case of Federal projects the 
Corporation by virtue of S. 3114 is authorized initially to act only as power 
marketing agent. Only upon a subsequent finding and instruction of the Presi- 
dent (p. 30, line 25) may the Corporation acquire any existing Federal projects. 

2. At page 4, line 14, change the comma after “Act” to a period, delete the 
remainder of the sentence and insert the following new sentence: 

“The Board shall at all times include a Director appointed from the residents 
of each of the States in the Pacific Northwest.” 

This is merely a clarifying amendment to insure that each State will have a 
member on the Board. However the President makes the appointment. 

38. At page 27 delete lines 3 and 4 and insert in lieu thereof: 

“The rate of interest for each fiscal year shall be the average interest cost 
on all outstanding marketable interest-bearing obligations of the United States 
Treasury as computed by the Secretary of the Treasury as of June 30 of the 
preceding fiscal year.” 

This amendment utilizes the identical language which appears at page 30 
lines 6 through 10. It means that the Corporation will pay the same rate of 
interest on both of the two types of obligations which it will owe to the United 
States Treasury, that is, on the present repayment requirements and also on the 
future revenue bond investment authorized to be issued to the United States 
Treasury under S. 3114. Thus there is only one interest rate standard. 

4. At page 30, line 25, and page 31, line 1, delete the words “five years or more 
after the assumption of office of the Board”. 

This phrase has been objected to as an unnecessary straitjacket restriction 
upon the Corporation. The original intent of the phrase was to give tangible 
evidence of our sincerity in our statements that it was not intended that the 
Corporation take over the functions of the Bureau of Reclamation and the Corps 
of Engineers nor even necessarily to acquire their existing dams. 

Our conception of the Corporation is that it completely takes the place of only 
one agency, the Bonneville Power Administration. Nor is it intended that the 
Corporation busy itself with the construction of new power resources. Such 
new construction of dams is to be done through the Corps of Engineers and the 
Bureau of Reclamation so far as possible. 

However, in order to reflect the responsibility of the Corporation to repay 
all costs of construction, operation, maintenance, and administration we felt 
there should be some procedure for the Corporation to be able to make a case 
that if “more effective management, a reduction in expenditures or efficiency 
of operations will be promoted thereby” and only as, if, and when determined 
by the President, then and then only may the Corporation acquire any existing 
Federal dams from the Corps of Engineers and Bureau of Reclamation. We 
think this policy is consistent with the wise policy that authority should be 
commensurate with responsibility. 
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OTHER PROPOSED AMENDMENTS 


1. Although we have not received any specific suggestions as to how the lan- 
guage could be improved, the question has been raised as to whether the authority 
of the Corporation to purchase power from non-Federal agencies should be 
spelled out in more detail. The present language will be found at page 8, lines 
1 through 15. The present language is broad partly because of a subsequent 
restriction which appears at page 18, lines 2 through 6. This restriction may 
be too severe. We would like to study this matter further. 

2. Rather strong objection has been voiced against our section 7 (b) at page 
15, line 19, through page 16, line 23. This language comes largely from the 
TVA Act and insures that the Federal Power Commission may not take any 
action such as the licensing of three small Idaho Power Co. dams where the 
Corporation would like to build the high Hells Canyon Dam. We do not want 
the Federal Power Commission to regulate, control, or have any power over 
the Corporation. 

On the other hand we do want to retain and we strongly believe that the 
Federal Power Commission should be encouraged to continue to license projects 
within the service area of the Corporation. 

It is our concept that the Corporation should build major and generally the 
multiple-purpose hydroelectric projects. FPC document P-26 lists almost 600 
damsites for the Pacific Northwest. Obviously the Corporation will not and 
should not construct more than perhaps 50 major projects of that list. Pos- 
sibly a hundred or two hundred projects will never be built. That will leave 
the majority of the sites to be developed under FPC license by some non-Federal 
agency. 

For the Corporation to construct these minor projects would be like a steam 
shovel trying to pick up a peanut. 

The interest of the Corporation in these minor projects under section 7 (b) 
of S. 3114 is confined to the question of whether each proposed project meets 
the test of the comprehensive plan for the Columbia River. 

It has*been argued that the Corporation should be able to assert its attitude 
and opinion before the Federal Power Commission in any license proceeding 
without the language of section 7 (b). We think there is merit in this argument. 

We think that section 7 (b) would be entirely unnecessary if the Federal 
Power Act were amended to strengthen the definition and the administrative 
procedure under section 10 (a) of the Federal Power Act to insure that every 
project would be consistent with comprehensive development. The Magnuson 
bill (S. 2847) is the answer. 

Our adherence to section 7 (b) up to this time has been due to our disappoint- 
ment with the Federal Power Commission in the Hells Canyon Dam matter. 
That case and many other FPC decisions indicate a strong anti-public-power bias 
in the Federal Power Commission which has been harmful to the public interest. 

The retention of section 7 (b) is optional. Its retention is not crucial to the 
working of S. 3114. Personally, I think section 7 (b) is in the public interest 
and should be retained. However, I am equally convinced that no unnecessary 
impediment should be placed in the path of any non-Federal agency that is 
willing to construct a hydro project provided it meets the test of comprehensive 
development. 

3. Some commentators urge that S. 3114 should provide for direct sale of the 
electric revenue bonds on the Wall Street market. We now provide that the 
Secretary of the Treasury buy all the bonds. 

On this point our research has been most extensive, and we have used 8 pat- 
terns in our 7 drafts as follows: 

Draft No. 1 follows the St. Lawrence Seaway Development Corporation Act 
which provides direct Federal financing. 

Drafts Nos. 2, 3, and 4 provide for sale of bonds in the private market with 
Federal guaranty of both principal and interest, provided that the Secretary 
must buy the bonds during an initial seasoning period of 5 years. 

Drafts Nos. 5, 6, and 7 are identical to S. 3114 on financing and provide for 
Treasury purchase of all bonds. 

We are not averse to the pattern of drafts Nos. 2, 3, and 4 which comes closer 
to the TVA self-financing bill except that TVA does not ask for Federal guar- 
anty of principal and interest. We think TVA can afford to be different, and 
we also think the Congress is justified in experimenting with different patterns 
of financing. 

4. Another amendment proposed urges a part-time rather than a full-time 
Board of Directors. It has also been suggested that no board is needed. 
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We think the Bureau of the Budget is justified in its opposition to having a 
cumbersome board for every Government corporation. 

We must and do make a unique case that the distance from Washington, D. C., 
the magnitude of the Columbia River job, the analogy to TVA, the complexity 


of problems and many other factors warrants, at least for the first 10 or 20 years, 
a full-time Board of Directors. 


STATUS OF THE BILL 


We hope S. 3114 with these minor amendments will be introduced in the 86th 
Congress next January and advanced to the stage of hearings looking to enact- 
ment by the 86th Congress in 1959 or 1960. 

To this end we hope these hearings will thoroughly explore the best means of 
accomplishing the objectives sought. 

This bill represents a lot of hard work and a lot of group thinking in the 
region. The comments of the Federal agencies will now help to round out the 
legislative preliminaries so that from a technical standpoint the bill will be 
ready for discussion on the merits. 


PUBLIC UTILITY RESPONSIBILITY 


One central legal concept inherent in S. 3114 may require some explanation. 
Possibly the bill should be amended to define this idea more precisely, although 
we think the language is sufficient. 

To what extent will the Corporation under S. 3114 have the full public utility 
responsibility for regional power supply? 

These questions were extensively discussed by the Research Committee of the 
Bonneville Regional Advisory Council in 1952 and 1953. 

It is our purpose in S. 3114 to abide by the legal concept that the “primary” 
public utility responsibility for power supply resides in the local electric dis- 
tribution systems. 

They retain the right not to buy any power from the Corporation. They re- 
tain the right, and indeed are to be encouraged, to develop new generation or 
otherwise acquire power to meet all or a part of their requirements. This a 
basic home rule and local autonomy concept. 

The opposite concept would require the Corporation to own all generating 
eapacity and insist upon exclusive rights to supply all power needs of its dis- 
tributors. We do not find this concept appropriate in the Pacific Northwest. 

Instead we envisage an arms-length relationship, expressed in the form of 
BPA’s traditional 20-year requirements contracts, whereby the local public 
utility responsibility resides in the local utility. 

The role of the Corporation is expressed in part at page 5, line 14, as being to 
“meet the anticipated net power requirements of the Pacific Northwest.” 

In summary on this point we have provided in S. 3114 the means and the 
authority to meet the “anticipated net power requirements.” Yet we have 
not provided the region with a blank unlimited check signed by Congress guar- 
anteeing to provide all future power needs. 

The Corporation is not to dominate and control local utilities. The Corpora- 
tion is to facilitate their efforts to meet their own public utility responsibility. 
We think this is a flexible and reasonable and politically realistic approach. 


ADDITIONAL DESIRABLE AMENDMENTS 


Within the last few days several experts in Washington, D. C., have pointed 
out the desirability of additional amendments as follows: 

These are numbered to follow those previously listed. 

5. At page 2, line 10, after the word “facilities”, insert “at any project”. This 
merely clarifies the reference. P 

6. At page 17, line 7, delete the period and add “and such construction is 
hereby authorized.” 

7. At page 5, line 9, after the word “floods,”, insert “preservation and propa- 
gation of fish and wildlife, recreation.” This merely further spells out what is 
already implied in the closing phrase, “and other purposes.” 

8. At page 5, line 19, after the word “either,” insert “or any international 
agency”. Since one such international agency has been proposed, this pro- 
vision would be desirable. 

9. At page 8, line 13, correct the spelling of “extent” to read “extend”. 
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10. At page 14, line 17, after the word “benefits”, delete the comma and insert 
“over its economic service life”. 
11. At page 15, line 4, delete the word “ultimate” and insert “major”. 


WHAT THE BILL WILL DO 


The bill amends the Bonneville Project Act of 1937 by changing the Bonne- 
ville Power Administration into the Columbia River Development Corporation. 

The Federal Government’s power system in the Pacific Northwest will be 
strengthened in two major respects. The bill provides for improvement in ad- 
ministration and for improvement of financing. These are the two major ideas 
which run through the bill. 

As to financing the bill permits the Corporation to utilize appropriations, 
its own revenues and funds obtained by depositing its revenue bonds with the 
Treasurer of the United States. 

The Government Corporation Control Act will also insure a commercial-type 
audit and the flexibility of a business-type budget. 

As to administration the bill fixes both the authority and the responsibility 
for insuring adequacy of power supply. The bill remedies numerous instances 
where today the authority and responsibility are scattered and confused. An- 
other principle incorporated in the bill is that authority and responsibility should 
be commensurate. 

Adoption of the corporate form is the major means for improving administra- 
tion. The arguments for applying the corporate form to a proprietary agency 
Such as the Bonneville Power Administration are documented in the extensive 
literature in connection with the Government Corporation Control Act. 

Throughout the bill we have tried to incorporate the best and latest thinking 
on coat allocations, budgetary control, reductions of redtape, use of an advisory 
council, and we have tried to incorporate the best practices and legislative pat- 
terns of the 51 Federal Government corporations. 

We have tried to insure that the Corporation will adhere to the conservation 
principles of comprehensive, multiple-purpose development of water resources. 

Another fundamental principle which we have tried to implement is that of 
financial integrity. We are proud of the Bonneville Power Administration record 
as a strictly self-liquidating public enterprise. That is a record we will insist 
upon in the policies of the Corporation. 

We are not unmindful of the problem sometimes stated as efficiency versus 
democracy. We do not want efficiency at the price of dictatorship or domination. 
We want the Corporation to be under adequate control of the Congress and the 
President, yet also be responsive to the grassroots opinions, desires, and aspira- 
tions of our people. 

We want the Corporation to be on tap and not on top. We want it to be a 
good citizen of the region and a respected element of our national life and a 
source of strength to the national defense. 


A BIG JOB NEEDS DOING 


The Columbia River is less than 20 percent developed. It possesses over 
40 percent of the Nation’s undeveloped hydro resources. It is capable of ab- 
sorbing between 10 and 15 billion dollars of revenue-producing, self-liquidating 
investment in the next half century. 

These long-range-investment figures can be placed in perspective by noting 
the recommendation of the Twentieth Century Fund report, America’s Needs 
and Resources, which calls for $103.3 billion investment in forest, land, and 
water resource development of which $80 billion is for water resources. The 
estimate of $10 billion to $15 billion for the Columbia River is thus a significant 
portion of the Nation’s investment opportunities. 

The degree or efficiency of development will hinge on the rate of interest 
which must be paid on the borrowed money. Low interest rates will permit 
maximum development. 

The Corporation will be triply armed as a force for full development of 
resources because it will not only have a congressional mandate in that direction 
but also the administrative and financial ability to carry out the mandate. 

In regard to full employment, it is not merely the present depression which 
makes the Corporation idea relevant to the regional and national job problem. 
The Pacific Northwest has had bad times for over 5 years, some say 11 years 
since 1947. Our seasonal employment based on lumber and agriculture is not 
good. 
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Thus the goal of diversified industrial and economic development must rate 
high as an objective of this legislation. 

Our testimony for this bill can have no conclusion, no ending. We must per- 
force testify for it and for later further refinements and amendments so long 
as work remains to be done on the Columbia River and whenever we learn of 
a better method of accomplishing the development. This bill is such an improve- 
ment in legislation. After this bill or a similar one is passed we know there 
will be future changes. 

So we conclude that this bill is part of our evolution and continual striving 
to better our way of life. It is to open new avenues, new opportunities, for a 
better America. 

Thank you. 


List or Exurpsits To ACCOMPANY TESTIMONY OF THE NORTHWEST PuBLIC POWER 
ASSOCIATION RELATIVE TO S,. 3114 


1. Desirability of Amending the Bonneville Project Act, a memorandum to 
Senator James E. Murray, chairman, Committee on Interior and Insular Affairs 
from the Northwest Public Power Association, March 1, 1957. 

2. Four Tests for a regional Power Agency, an address by Gus Norwood, 
before the Portland City Club, August 19, 1955. 

8. Preliminary Specifications For Legislation Creating Regional Power Or- 
ganization, article in May 1954 the Pacific Northwest Public Power Bulletin. 

4. Regional Power Corporation Recommended in 1936 Report, a book review 
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ExuHisit 1 


NORTHWEST PUBLIC POWER ASSOCIATION, 
Vancouver, Wash., March 1, 1957. 
Memorandum to: Senator James E. Murray, Chairman, Committee on Interior 
and Insular Affairs. 
Subject: Desirability of Amending the Bonneville Project Act. 


SUMMARY 
The purpose of this memorandum 


1. The purpose of this memorandum is to recommend introduction of legisla- 
tion to amend the Bonneville Project Act, as amended. The amendment should 
facilitate the administration and financing of a full or optimum, timely, orderly, 
economic, effective development of the resources of the Columbia River system. 


Amendment of Bonneville Act enclosed 


2. A draft of legislation is enclosed which sets up the Bonneville Power Admin- 
istration, recognized in the original act as provisional, in more comprehensive, 
more regional, more autonomous, and more permanent form, as the Columbia 
River Development Corporation. The proposed amendment would permit the 
financing of generation as well as of transmission facilities. In addition to the 
customary appropriations as a source of capital funds, the Corporation would be 
permitted to reinvest or reuse current power revenues, and to issue electric 
revenue bonds to the Secretary of the Treasury. 


Outline of memorandum 


3. The reasons for our recommendation are set forth under three headings: 
(1) “The Situation.” The prevailing immaturity in the Pacific Northwest econ- 
omy and the presently acute adverse economic situation in the Columbia River 
Basin. (II) “The Need.” The need for improving the scheduling, financing and 
administration of future, basic, multiple-purpose projects in the Columbia River 
power system. (III) “The Benefits.” The prospective benefits which we believe 
will follow from the proposed amendment and the resulting administrative 
improvements. 

I. THE SITUATION 


4. Adverse economic situation.—The situation in the Columbia River Basin? 
It is not good. The prevailing immaturity in the Pacific Northwest economy and 
the presently acute adverse business situation call for action. A fundamental 
lack in industrial development and diversity has been inherent in the Pacific 
Northwest economy. A strong remedial movement, spearheaded by Federal 
water and power development, had been underway for more than a decade prior 
to 1950, but that trend has been sharply arrested with the slowdown of the 
basic Federal program during more recent years. Without action, the situation 
may get worse before it gets better. However, the economic reappraisal now in 
progress gives promise for the future. The public seeks an end to the confusion 
and uncertainty relative to power development and supply. The public favors 
full development of natural resources. The November 1956 elections reflect a 
growing awareness of the relationship of abundant and low-cost power to indus- 
trial activity, job opportunities, and an adequate and rising standard of living. 

5. Resolution adopted.—The management and policymaking officials of the 
Northwest Public Power Association, because of their responsibility for provid- 
ing electric service to some 1,750,000 people, have been aware of the economic 
slippage for some years. The “no new starts policy” left the Pacific Northwest 
in weakened position to make any substantial contribution to the Korean war 
effort. The concern of our member public and cooperative power leaders found 
expression in the following resolution of April 1, 1954: 
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“A RESOLUTION—REGIONAL POWER ORGANIZATION 


“To open new avenues of agricultural and industrial opportunity and to pro- 
vide increased employment for an expanding population by accelerating the rate 
of power development, the Northwest Public Power Association, at its annual 
membership meeting in Tacoma, April 1, 1954— 

“Resolves, That this Association cooperate with other civic groups of the region 
in the preparation and sponsorship in the Congress on a bipartisan basis of 
legislation creating a regional public organization to carry forward the North- 
west power program on a basis of assuring an adequate power supply, at the 
lowest possible rates consistent with comprehensive development of the water- 
power resources of the Pacific Northwest* * *.” 

6. From the depths of the depression—Prior to the depression of 1930-35 
the economies of Washington, Oregon, Idaho, and Montana were severely lim- 
ited by the highly seasonal employment and unemployment of fishing, mining, 
agriculture, and lumber. The turning point came with the start of construc- 
tion of Grand Coulee Dam and Bonneville Dam in 1933. From the depths of 
the depression the region underwent a gradual rise in economic activity re- 
sulting first largely from construction payrolls and then largely from the estab- 
lishment of industries with year-round payrolls. The construction of Grand 
Coulee Dam was the greatest event in the history of the Pacific Northwest since 
the Lewis and Clark Expedition. The aluminum and other electroprocess in- 
dustries came into being chiefly because of the availability of low-cost elec- 
tric power. The reopening of the aluminum plants in 1946, after a brief war- 
end cutback, greatly helped to offset the immediate postwar downward adjust- 
ment. 

7. Hundred million dollar flood.—In the summer of 1948 the region underwent 
the third greatest flood of record on the Columbia River with the loss of 51 
lives, over a hundred million dollars in property damage, and the wiping out of 
Vanport, the second largest city in Oregon. The second greatest flood of rec- 
ord had occurred in 1876 and the greatest flood of all in 1894. The Vanport 
flood shocked the Nation. President Truman asked the Corps of Engineers to 
include in their 308 report of the Columbia River and tributaries, which was 
then under review, a program adequate to control the floods. 

8. Power shortages hurt the region.—Hardly 7 months after the 1948 flood 
the flow of the Columbia River was so low as to cause a power shortage and 
from that time forward industry had notice and warning ‘to beware of the 
power situation in the Pacific Northwest. In the winter of 1952-53 the power 
shortage became more acute. Industrial loads were cut back about 10 per- 
cent in addition to the dropping of interruptible loads. Since then new projects 
have proved barely adequate to the growth in handling of normal additional 
home and small commercial power needs. No power has been available for any 
appreciable amount of new industry. Very few new industrial plants have been 
built. The region is stagnating industrially. This is the more unfortunte be- 
cause the economy is still predominantly based on extractive activities, raw 
materials, agriculture, lumbering, and mining. The industrial growth of the 
region is lagging disastrously behind the expansion of population and the need 
of new economic opportunity, and behind the expansion of the material needs 
of the national economy. 

9. Needed: More lift on our bootstraps.—Our failure to expand in economic 
opportunity in the region has been reflected back into our own rate of popu- 
lation growth—a vicious circle effect. Vice President Miner H. Baker of the 
Seattle-First National Bank, in an address November 22, 1955, “Needed: More 
Lift on Our Bootstraps,” stated : 

“Many of us in the Pacific Northwest have been deluding ourselves in recent 
years about the progess of our region. We have accepted rather uncritically 
the thesis that the West is a unit and that all of the West—including the 
Pacific Northwest—is borne along on a tide of inevitable forward motion. 

“* * * the Northwest has slipped from a (population) gain of 33 percent be- 
tween 1940 and 1950 to a rate which, if extended to the end of this 10-year 
period, will be only 15 percent.” 

10. Paychecks too few and too small.—The final index of the effects of our 
slowdown is income. The Survey of Current Business (September 1955) shows 
for the quarter century 1929-54 that the Pacific Northwest share (Montana, 
Idaho, Oregon, and Washington) of national income has grown from 2.73 per- 
cent in 1929 to 3.62 percent in 1950 and declining by 1954 to 3.41 percent. The 
decline of 0.21 percent in national income means a relative loss of about $600 
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million a year in regional personal income. Since these figures in part reflect 
population shifts, it is more useful to note the per capita personal income data 
as shown in the following table: 


Per capita personal income 


[Percent of continental United States] 
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The August 1956 issue of Survey of Current Business shows that the per capita 
personal income of the United States from 1950 to 1955 rose 24 percent from 
$1,491 to $1,847 but in Washington the change was from $1,671 to $1,987, a rise 
of 19 percent while for Oregon the change was from $1,602 to $1,834, a rise of 
only 14 percent. Thus while the Nation forged ahead 24 percent, the economies 
of Washington and Oregon lagged at 19 percent and 14 percent, respectively. 
Many other indications of economic slippage are available. Even from 1953 to 
1954 while the national per capita income dropped off 1 percent, 22 States main- 
tained their income or improved it, while Washington was off 1 percent, Oregon 
2 percent, Idaho 3 percent, and Montana 2 percent. 

11. Economic timetags.—The per capita person: ul income statistics reveal that 
Idaho and Oregon reached their peak figures in 1952 at $1,549 and $1,814, re- 
spectively, and that Montana and Washington reached their peaks in 1953 at 
$1,768 and $1,960, respectively. Labor economists attribute such income peaks 
to service employment. They state that each new industrial job makes possible 
at least one new service job. However, the service industry employment may 
not materialize until 3, 4, or 5 years after the creation of the new industrial 
employment. Thus the peak of per capita income achieved in 1952 and 1953 
came about largely from service positions which in turn were made possible 
by new industrial jobs 3 to 5 years previously, and since these industrial jobs 
were largely in the electroprocessing industry, they in turn were made possible 
or made more secure by the construction of hydroelectric projects an additional 
5 years or more previously. It was in fact 18 years between the start of con- 
struction of Grand Coulee Dam in 1933 and the installation of the last generator 
in 1951. Thus there is much evidence that in the Pacific Northwest a timelag 
of from 10 to 20 years exists between the commencement of a hydro project and 
the realization of its maximum industrial effect on the economy. The moral 
is that we must plan, program, and undertake our river development projects 
without delay. 

12. Jobs depend on resource development.—An excellent source of information 
on the Pacific Northwest economy is the monthly report of Regional Director 
Daniel L. Goldy of the United States Department of Labor at Seattle as made to 
the Columbia Basin Interagency Committee. Outstanding among these reports is 
the paper which Mr. Goldy presented November 20, 1956, entitled, “Labor Force 
Trends in the Pacific Northwest and Their Relation to Resource Development.” 
This study reveals that the labor force in the Pacific Northwest has been grow- 
ing at a subnormal rate so that even the minimum population projections for 
1956 may not be borne out and consequently there may be a further stagnation in 
the regional economy. Of the 37,600 iincrease in manufacturing employment in 
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the region between 1950 and 1955, nearly 55 percent was in one defense-based 
industry—the aircraft manufacturing industry which increased employment 19,- 
600, and much of this in one company—Boeing. Metals increased 6,000 and paper 
4,200. However, in contrast to these gains, lumber suffered a decline of 3,600, 
food processing cut 1,000 workers, and mining lost 1,800 during the period. The 
largest cut of all occurred in agriculture which lost 12,800 workers during this 
brief period. Department store sales, rate of business failures, and sharp decline 
in net inmigration are other indicators currently adverse in the Pacific Northwest 
economic picture. In the overall Mr. Goldy states: 

“A look at economic trends in the region indicates that the creation of new 
job opportunities in the region has lagged in the past 5 years. Significantly, this 
slowdown in the development of new jobs has occurred at the same time that the 
economy of the Nation as a whole has expanded dramatically.” 

If the population projections which have been made are to be realized, he esti- 
mates 315,000 to 500,000 additional jobs must be created in the Pacific Northwest 
by 1965. This is a challenge which he thinks can be met: 

“The Pacific Northwest has an enormous underdeveloped and untapped re- 
sources potential which, if fully and rapidly developed, could undoubtedly provide 
the economic base for the creation of the additional job and business oppor- 
tunities needed. Because of the peculiarities of the Pacific Northwest’s economy, 
this region must for some time look primarily to resource-based industries for its 
expansion opportunities.” 

13. Why Victor came to Montana.—The region has strong industrial locational 
factors: significant material resources, river transportation, water for in- 
dustrial processing, and low-cost power. These are major factors in a number 
of industries—especially the chemical and metallurgical. The need for more 
jobs and the potential of untapped hydroelectric power of the rivers underscore 
the necessity of a positive approach to river and power development. In con- 
nection with regional attractions for industrial location the following view is 
significant as stated by Mr. Gillett of the Victor Chemical Co. on August 19, 1953, 
before the Columbia Basin Interagency Committee at Butte to explain “Why 
Victor Came to Montana.” Although Montana phosphate ores were not as ace 
cessible as those in Idaho, the availability of low-cost power drew the company 
to select Montana. He stated: 

“Bonneville Power Administration was building transmission lines to this 
area so that low-cost power would be available. Phosphate rock was cheaper in 
Idaho than here because it can be strip-mined, while rock in this area must be 
mined underground. Bonneville power rates, however, were enough lower to 
offset this disadvantage. After careful balancing of the economie factors, rock, 
power, and freight rates on raw materials and finished products, the Butte area 
was selected, and a plant site was sought.” 

Here as in a number of industrial plants in the Pacific Northwest the avail- 
ability of low-cost power proved to be the proverbial goose that laid the golden 
eggs. This conception of the role of low-cost power is aptly stated in the August 
1953 issue of Business Review published by the Bank of Montreal: 

“In an industrial economy the abundance or scarcity of cheap electricity is 
likely to govern the rate of productivity and the standard of living.” 

14. Summary of the situation.—With at least 40 percent of the Nation’s hy- 
droelectric potential, with the Columbia River not yet 15 percent harnessed, and 
with no adequate supply of alternative low-cost fuels, the Pacific Northwest, at 
least until the atomic age is well along, must and can rely on low-cost hydroelec- 
tric power. Federal enterprise in constructing the Bonneville-Grand Coulee 
power system made possible the establishment of many thousands of industrial 
jobs in the region in the 10-year period of about 1940 to 1950. Since about 1951 
the regional growth has been retarded in relative terms. The national economy 
has grown at a rapid rate, but the Pacific Northwest rate of economic growth 
has lagged materially, to the detriment of the Nation as well as region. The ex- 
panded national production facilities and activities have not been most effec- 
tively distributed geographically in relation to the potentials for production. 
The Pacific Northwest potentials, for example, are not being developed in timely 
and effective fashion: the region can and should contribute more fully. It is in 
the national and regional interest to put the latent resources to work. Finally, 
in order to bring this desirable result, it is necessary that organizational struc- 
ture, responsibilities, and functions be adjusted and strengthened to accomplish 
development of key resources of the river on an orderly, timely, coordinated, and 
effective basis. 
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Il. THE NEED 


15. An adequate supply of low cost power.—There would be much less occa- 
sion for an amendment of the Bonneville Project Act if the Pacific Northwest 
had been enjoying or could reasonably expect to enjoy in the future an adequate 
supply of low-cost electric energy. The need for improving the regional energy 
economy is severely circumscribed by the lack of adequate supplies of alternative 
low-cost fuel such as coal or natural gas. On the other hand, the region has at 
least 40 percent of the Nation’s undeveloped waterpower. The Columbia River 
is barely 15 percent harnessed. However, hydroelectric projects, as contrasted 
to fuel-burning electric generating plants, require appreciably larger investment 
per kilowatt of generating capacity. Moreover, the low cost of Pacific Northwest 
hydro impels a greater use of electricity per capita than the national average. 
Thus in the Pacific Northwest, where hydro is the primary fuel, there is a double 
effect both in terms of more kilowatts of capacity needed per capita and higher 
investment cost per kilowatt, which focuses attention on the need for very 
appreciable amounts of capital investment in hydroelectric projects to meet the 
normal growth of the regional economy. Therefore a central, primary need 
which it is proposed to meet by the amendment of the Bonneville Act is to 
facilitate the financing of dams. 

16. Timely and low cost financing.—It is axiomatic in the electric utility busi- 
ness that the supplier of electric energy must have generating capacity installed 
so as to be ahead of the demand at all times. It is likewise axiomatic in the case 
of hydroelectric projects that the price of electricity is governed largely by the 
rate of interest which must be paid on the borrowed funds. For example in the 
initial years of its 50-year payment period, interest constitutes 60 percent of 
the annual cost for operating the Hungry Horse Dam in Montana. This means, 
for example, that if the 244 percent interest rate at that project were in- 
creased by 1 to 3% percent, the cost of power would be increased 24 percent. 
If the Hungry Horse Dam had been built under traditional private financing of 
11 percent rate of return (before Federal corporate profits taxes) would triple 
the cost of power and would price the power completely out of much of the indus- 
trial market. The Hungry Horse project was never proposed for construction 
by any private utility. It is a feasible project if capital funds are available at 
2% or 3 percent interest. Here is an example of how low-cost money extends 
man’s ability to harness a greater proportion of the power potential of the river 
basin. This use of low-cost public funds not only results in an immediate supply 
of low-cost power but also facilitates the full comprehensive development of 
other resources, thus in the case of Hungry Horse Dam the feasibility of the 
power investment opened the door to the inclusion of flood-control benefits and 
future irrigation and incidental recreation. The $100 million or so investment 
in Hungry Horse Dam is illustrative of about $2 billion worth of similar up- 
stream multiple-purpose storage projects needed to bring the erratic and treach- 
erous Columbia River under control. 

17. Power as the key to comprehensive development.—This association during 
the past 3 years has received hundreds of letters commenting on the first 4 drafts 
of the proposed Columbia River Development Corporation bill. Many people 
fee] that the bill should be more along the lines of the Columbia Valley Authority 
bills of 1 and 2 decades ago. However, our study of the operations of the 
Tennessee Valley Authority and of the relationships in the Columbia River Basin 
among the different types of water uses brings us to the conviction that the solu- 
tion of the hydroelectric problem will bring with it, and in most cases auto- 
matically, about 90 percent of the solution of the comprehensive development 
of water resources problems, There is no conflict between power and navigation. 
The navigation dams are being built one by one. Nor is there a conflict between 
power and irrigation, in fact irrigation development will probably hinge on 
power expansion both to make the irrigation component of multiple-purpose 
dams physically possible but also to assist in their financing. The critical defi- 
ciency in the Columbia River Basin is upstream storage for the control of the 
annual summer floods. In many rivers a dam may be used for power or flood 
control, either one or the other. But in the Columbia River, by good fortune, 
flood control and power go hand in hand. Among the strongest and leading advo- 
cates of flood control in the Columbia River Basin will be found the membership 
of the Northwest Public Power Association. In only one area of comprehensive 
water use has there been a suggestion of conflict, namely between power and fish. 
Our people have been greatly concerned about this problem and are very much 
determined that the solution will provide for both power and fish. Fortunately, 
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much progress is made to permit anadromous fish runs to be passed both upstream 
and downstream at high head dams. This discussion brings us again to the con- 
clusion that the desirable development of the Columbia River Basin calls firstly, 
for the timely and orderly investment of considerable amounts of public funds 
and secondly, for the planning and administration of such investment. In turn 
this calls for an agency, which while concerned primarily with electric power, 
must be dedicated and devoted to the principles of full, optimum, orderly, timely, 
and effective multiple-purpose development of water resources in the best public 
interest. In this direction the membership of the Northwest Public Power Asso- 
ciation has resolved to join with other civic groups in the Pacific Northwest in 
the spousorship of legislation to amend the Bonneville Project Act so as to give 
Bonneville Power Administration the status of a public regional corporation. 

18. BPA as a going concern.—In the Columbia River power system the people 
of the Nation own and operate one of the largest and finest power systems in the 
world. The system comprises 10 Federal dams built by the Corps of Engineers 
and the Bureau of Reclamation, and over 7,500 miles of transmission lines and 
numerous substations built and operated by the Bonneville Power Administration. 
Created almost 20 years ago by the Bonneville Project Act of August 20, 1937, the 
Bonneville Power Administration has constructed an excellent high voltage 
transmission system and has advanced the frontiers of engineering and utility 
administration, BPA has been a financial success. It has met all repayment 
requirements together with interest. It has a sizable surplus. It has evolved 
a pattern of contracts, wheeling agreements and other business arrangements 
which generally command respect. It has been able to maintain a high quality 
staff despite two very cruel wholesule meat-ax reductions of about 600 people in 
each of the years of 1947 and 1954. It has been relatively free of political spoils. 
Not until 1953 and 1954 has party clearance been a requirement for key positions 
in the administration. We propose that the requirement of party clearance be 
eliminated at the earliest possible date. In earlier years BPA made very marked 
contributions in Pacific Northwest regional analysis and planning, particularly 
in resources and industrial development fields, and led in the promotion of needed 
industrial deyelopment. The Bonneville Power Administration is a going con- 
cern with a wealth of practical experience in its staff, with a high reputation for 
good engineering and as a good Federal Government agency considering the 
handicaps which limit its seope and operation. The going concern value and 
experience must be retained as the foundation or core of the proposed Columbia 
River Development Corporation. 

19. Corporate form rccommended in 1936.—The idea that the Bonneville Power 
Administration should be in corporate form is not new. In May 1936 the National 
Itesources Committee issued the 192-page report entitled “Regional Planning: 
Part I—Pacific Northwest” as prepared and submitted by the Pacific Northwest 
Regional Planning Commission, composed of representatives of the State plan- 
ning boards of Washington, Oregon, Idaho, and Montana and the National Re- 
sources Committee. This excellent report could well be quoted at great length 
because the entire document revolves around and comes to a focus on an im- 
portant and specific recommendation: The creation by Congress of a public 
regional electric corporation. The solid core of the document in the organiza- 
tional respect is a 40-page staff report on administrative organization prepared by 
Charles McKinley, professor of political science, at Reed College. The occasion 
for the report was a noteworthy letter of July 9, 1985, which Secretary of the 
Interior Harold L. Ickes wrote as chairman of the National Resources Committee 
to the Pacifie Northwest Regional Planning Commission reading : 

“The National Resources Committee has been requested by the President to 
submit a report on the future of the Columbia Basin, which he is hoping will be 
helpful in determining the type of organization which should be set up for the 
planning, construction, and operation of certain public works in that area. 

The committee desires the assistance of the Pacific Northwest Regional Plan- 
ning Commission for this work and requests your cooperation in securing a report 
for action by the advisory committee in Washington not later than November 
1, 1985.” 

20. Provisional nature of BPA.—The report provides a keen analysis of the five 
administrative alternatives for handling the wholesale murketing of electricity 
and leads to the logical conclusion in favor of a public regional corporation. 
The plan was submitted to Congress. It was opposed by private utility interests 
who favored separate disposal of Bonneville and Grand Coulee power to the 
utility systems. Congress accepted a great deal of the plan and policy in the 
report of the Pacific Northwest Regional Planning Commission, but it stopped 
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short of the “corporation” status. The Congress expressed its will in the Bonne- 
ville Act of 1937. But in that act it recognized the interim nature of its decision 
in these words: 

“The form of administration herein established for the Bonneville project is 
intended to be provisional pending the establishment of a permanent administra- 
tion for Bonneville and other projects in the Columbia River Basin.” 

21. The jive alternatives.—Before concluding in favor of a single public electric 
grid and corporate marketing agency the staff studied the following five al- 
ternatives: 

“1. Each project may be operated by a separate agency and the energy sold 
only at wholesale at the station bus bars. 

“2. Each project may be assigned to serve a certain specified territory and 
operate by an agency authorized to construct the necessary transmission facilities 
and develop new power markets. 

“3. A transmission authority may be created and authorized to construct and 
operate a superpower transmission network, leaving the operation of the new 
and existing power projects under the present control. 

“4. A power and transmission authority may be set up which will be authorized 
to take over the operation of these power projects upon their completion and to 
construct the necessary transmission * * * leaving the control and operation of 
the reclamation, navigation, and flood-contro] features under existing agencies. 

“5. A Columbia Valley Authority may be created, authorized with broad powers 
for the planning, construction, and operation of all the public-works projects and 
all of the features in connection therewith” (p. 39). 

The staff rejected the idea of bus bar sales (1), isolated power pools (2) ora 
CVA (5) and concentrated its further study on (3) and (4). Item 4 was defined 
more precisely on page 175 as— 

“To establish a new Government-owned corporation endowed with but a single 
function—the operation of the hydroelectric generating plants and the trans- 
mission of that energy to the distribution centers.” 

22. Five tests for the corporation.—Much of the report discusses the criteria 
and objectives for the power corporation: 

“1. Unified management of the primary function and of other functions so 
closely related as to be indispensable to it. 

“2. The attainment of driving power and administrative talent adequate to 
secure the maximum social advantages of the new and projected public works. 

“3. Responsiveness to regional sentiment and desires. 

“4. The maximum protection of the national interest through proper attention 
to the business requirements of the enterprise. 

“5. Articulation with regional planning” (p. xv). 

23. Advantages of corporate form.—In proposing that Congress create a 
regional public electric corporation the 1936 report submitted a lengthy analysis 
of the relative advantages and disadvantages of a corporate form of organization 
as compared with the regular Government bureau. The advantages of the public 
corporation are given as— 

“1. The proposed public corporation would possess a single power function and 
would be free from the competition for funds with other bureaus in a multi- 
purpose department. 

“2. A corporation, unlike a regular bureau, could have its center of gravity 
within the region where it carries on its business. 

“3. The corporation could and should develop its own merit system and yet 
be given the flexibility in personnel policies which are required for business enter- 
prise. 

“4. The most important advantage in the corporate-form organization is the 
stable, financial foundation given it, and the challenge presented to it to make 
income and expenditure balance * * *” (p. xv). 

24. Prophetic document.—Envisioning great public benefits to be derived from 
the coordinated development of water resources the report urged recognition of 
the river basin as the planning unit. It urged a uniform regional—or postage 
stamp—wholesale power rate. It urged operation of the proposed high-tension 
transmission system as a common-carrier of electric energy. It related power 
to prospects for electrometal and chemical and other industries and to an im- 
proved standard of living. All these and much more the report considered 
possible if proper administrative machinery were provided. From beginning 
to end the report of the Pacific Northwest Regional Planning Commission and 
the endorsement and recommendations of the National Resources Committee 
centered their faith and logic on the necessity for a regional public electric 
corporation. 
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25. Congress sets standards for Federal corporations.—Undoubtedly one of 
the factors which led the Congress to create the Bonneville Power Administra- 
tion as a bureau rather than as a corporation was the absence of well established 
criteria for Federal Government corporations. This deficiency was remedied 
after extensive studies by the Comptroller General of the United States and 
numerous congressional hearings which resulted in the enactment of the Gov- 
ernment Corporation Control Act in 1945. Under the terms of this act, the 
Bureau of the Budget was required to recommend to the Congress which agen- 
cies, because of their proprietary nature, should be reorganized in the corporate 
form. Both the Bureau of the Budget and the Bonneville Power Administration 
were favorable to converting the Bonneville Power Administration into a Gov- 
ernment corporation. These efforts were initiated in 1947 and there are various 
drafts and portions of drafts of legislation throughout the period 1947 to 1952 
to make BPA a corporation. For a number of years there has been listed on 
the informal “legislative program” of the Interior Department an item which 
calls for making the Government Corporation Control Act applicable to BPA. 
(Nore.—It is possible to make the Government Corporation Control Act appli- 
cable to a bureau-type agency without making the bureau a corporation. Our 
proposed amendment to the Bonneville Act would both make the Government 
Corporation Control Act applicable and also make BPA a corporation.) 

26. Model corporation churter.—The experience under the Government Cor- 
poration Control Act has resulted in the preparation of a guiding document by 
the staff of the Bureau of the Budget which was published in 1953 by Public 
Administration Service as an 83-page book, The Government Corporation: Ele- 
ments of a Model Charter, by Sidney D. Goldberg and Harold Seidman. In 
drafting the amendment to the Bonneville Act we have used the Goldberg-Seid- 
man model so as to conform as closely as possible to the standards and criteria 
set forth in this book: (p. 9) 

“President Truman laid down the criteria for the use of corporations in his 
1948 budget message. The use of the corporate form of organization is normally 
indicated only when a program— 

“1. Is predominantly of a business nature; 

“2. Is revenue producing and potentially self-sustaining ; 

“3. Involves a large number of business-type transactions with the public; 

“4. Requires greater flexibility than the customary type of appropriation 
budget ordinarily permits.” 

When these four criteria are applied to the Bonneville Power Administration, 
in question form, each question is answered in the affirmative, and therefore 
it may be concluded that the Bonneville Power Administration should be 4 
public regional electric corporation. f 

27. St. Lawrence Seaway Development Corporation Act used as pattern.—The 
most recently created Federal corporation is the St. Lawrence Seaway Develop- 
ment Corporation under a law signed by President Eisenhower May 13, 1954, 
This act and hearings thereon have been taken into account in the drafting 
of the proposed amendment of the Bonneville Act. The St. Lawrence Seaway 
Act provides financing by the Secretary of the Treasury with repayment of 
Federal investment to be made over a 50-year period plus interest at the fixed 
rate of 2% percent. It is a straight-forward, clean-cut proprietary agency, with 
financing on a strictly self-liquidating basis. 

28. BPA is commercial-type operation.—It would be idle to amend the Bonne- 
ville Act by merely making BPA subject to the Government Corporation Control 
Act. BPA already conforms to many requirements of that law in respect to 
the commercial type audit, distinguishing between operating expense and capital 
investment accounts, and in publishing its operating and balance sheet state- 
ments in strict accordance with the uniform system of accounts required by the 
Federal Power Act. 

29. Five reasons why BPA should be a public corporation.—Undoubtedly 
many of us who have been close to the BPA operation and have seen its strug- 
gles and problems have come to the conclusion that BPA should be a corpora- 
tion and then, as an afterthought have tried to identify the reasons therefor. 
Over and above the reasons recited in this memorandum must be listed also the 
judgment factor. Partly because of the many, many considerations which go 
to make up judgment, and in the interest of brevity, only a few key reasons will 
be listed here. Firstly, we conceive of the Columbia River Development Cor- 
poration as a Federal entity, operating within the framework of the Federal 
Government, yet being clearly identifiable and recognizable as being at arms- 
length from the Federal Treasure in the status of a borrower which repays its 
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loans with interest. The flexibility and identity of this corporate status are sub- 
servient to the need for broadening the corporation's sources of capital (loan) 
funds. It is now proposed that there be created in the accounts of the Secretary 
of the Treasury a Columbia River Development Corporation fund which may 
receive moneys: (@) by direct appropriation from Congress, (¥) from current 
revenues of the Columbia River Development Corporation, and (c) by the sale 
of electric revenue bonds to the Secretary of the Treasury. Secondly, it is pro- 
posed that the Columbia River Development Corporation be authorized to finance 
the construction of dums. It is expected that this authority will normally be 
used to transfer funds to the Corps of Engineers or the Bureau of Reclama- 
tion for actual supervision of dam construction. Thirdly, it is proposed to trans- 
fer to the five-man Board of Directors much of the Corporation’s continuing 
general guidance and supervision, particularly in fields of policy, business, 
finance, and external relations—which has heretofore been in the Secretary of 
the Interior but has in fact been vaguely diffused among a dozen offices in the 
Department of Interior. The Corporation would continue to be subject to the 
general supervision of the President or such officer as he might designate, which 
presumably would be the Secretary of the Interior. Just one consequence of 
the addition of the Board of Directors is the expectation that the General 
Manager would be able to devote more time to management and would not be 
required to commute as frequently to Washington, D. C., for conferences on ad- 
ministrative details. The Board of Directors would also be expected to assume 
much of the responsibility for maintaining relations with Congress. Subject 
to review by Congress, the President and by the Comptroller General and the 
Secretary or other designated officer, the Board of Directors would carry the 
burden of reviewing and determining rates and cost allocations and would be 
held accountable fur its determinations. Fourthly, we think of the Board of 
Directors as the planning board for the electric development. The annual re- 
vision and issuance of the advance program would particularly be a Board re- 
sponsibility. Fifthly, the Board of Directors is intended to be a means for fa- 
cilitating communications between the Corporation and the people of the Pacific 
Northwest. 

The Advisory Council and requirements for public hearings are likewise 
aimed at facilitating communications within the Pacific Northwest. 

30. Summary of Pacific Northwest needs.—An assured and adequate supply of 
low-cost electricity is the central, primary need which impels the proposed 
amendment of the Bonneville Act. The use of the corporate form, a board of 
directors, and a broadening of the sources of capital are needed to facilitate and 
improve the programing, scheduling, financing, and administration of future 
powerplants of the Columbia River power system. The meeting of the regional 
power needs will in turn remedy some of the adverse economic conditions which 
now prevail in the region. It is not enough to remedy adverse economic condi- 
tions. The proposed amendment aims at much more. It aims at broad, positive 
benefits. 

II. THE BENEFITS 


31. National well-being.—The proposed amendment and administrative im- 
provement are expected to produce far-reaching benefits for the region and the 
Nation by strengthening the national defense and promoting better living. The 
deeper ends of resource management lie, of course, in individual and national 
well-being and betterment. Important avenues to those ends must include the 
use of resources to expand the economic base, and productivity, wealth and 
income, to meet expanding and inexorable needs for land, water, energy, and 
materials. The approach must take strongly into account the development of 
resources in their actual physical, economic, and cultural settings—in regional, 
river-basin, economic area, and community environments. The basic principles 
which must prevail in resources management—relating to conservation and full 
development, to unity of resources, to comprehensive, multiple-purpose, river- 
basinwide development, to maximum benefit and diffusion of benefits, and to the 
paramount public interest—were in fact evolved out of such aims and of our 
national experience in trying to meet them. 

82. Improved public administration.—The immediate purposes of management 
itself are, naturally, objective, efficient and economical service in the transac- 
tion of public business—in this instance the conservation, development, and use 
of outstanding national resources in a great river basin and subnational region. 
The proposed improvements in the structure of BPA organization are designed 
with these fundamentals in view. They should fill very significant gaps and weak- 
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nesses in the Federal organizational framework and procedure for effective 
resource development in the Pacific Northwest; they should reduce the present 
public confusion and economic uncertainty; they should result in very material 
and lasting benefits in the regional and national economies. 

33. Energy is a prime mover.—These benefits will be felt far beyond the 
Corporation’s primary field of electric power. Energy is a prime mover in 
resources and general economic development. The power plan is a leading 
and major element of the whole comprehensive development plan. Its timing 
is very important to the whole rate of progress in physical and economic develop- 
ment. The development of water resources is, in turn key to the development 
and use of the companion natural resources of land, materials, and energy. 
Water and energy play especially fundamental parts in the location and develop- 
ment of productive plant and capacity—a matter vital to our objectives, includ- 
ing, very notably, the national defense and security. Good regional management 
in the power field will carry forward an important sector of the whole field of 
resource management, will lead in the establishment of overall coordination in 
the field, and will advance the whole scheme of regional coordination very 
materially. The improved provisions for project financing under the Corpora- 
tion—in view of the greater part of costs of development allocable to power— 
will have beneficial effects on the timeliness and rate of progress of needed river 
development works. Revenues for project amortization will be maximized. The 
provisions for bond financing, in particular, should tend to lessen burdens on 
the national operating budget and to strengthen the national financial position. 

84. The consequences of good power supply.—With more specific reference to 
the Corporation’s primary field—power itself—the benefits of the modified or- 
ganization and procedure will be very direct and distinct: 

(1) The wholesale power supply of the region will be better assured—in 
terms of quantity and timing and lowest practicable cost—to meet rising needs, 
with a suitable margin of supply above load estimate to provide safety factor 
in operations as well as reserve to facilitate promotion and sales for new in- 
dustries and new uses. Optimum development and use of regional resources 
will be favored, and power price rises, faced under less-than-full or fully inte- 
grated development, will be minimized. 

(2) While the Corporation will not retail electricity, it will serve effectively 
to back up and serve the electric distribution systems and enable them better to 
meet their public utility responsibility. The chief purpose of the Corporation 
is to provide the best possible wholesale electric service at the lowest possible 
cost. 

(3) Assurance of the best plan and program of power system development 
and operations—with best use of energy resources in a changing and evolving 
complex of hydro, conventional thermal, and then increasingly nuclear sources, 
and with full hydraulic and electrical integration—such assurance must be an 
important goal of the Corporation. 

(4) Assurance of most effective use of financial revenues and resources, for 
purposes of repayment of investment, for expanding the capital plant, and for 
always maintaining the highest financial integrity and reputation of the en- 
terprise, should be an assured result of Corporation policies. 

(5) Assurance will be gained as to optimum contributions to the regional and 
national economies in the form of direct revenues and of new employment and 
business opportunities, new income and wealth, a strengthened security, and as a 
significant addition, a most favorable impact upon the fiscal position of the 
Federal Treasury. 

(6) Assurance will also be added as to most efficient general management— 
in planning and programing, scheduling of new generators, financing, most eco- 
nomical transmission, sales and utilization aspects—with respect to the re- 
gion’s basic power supply. The advance program, reviewed annually in con- 
sultation with all itnerests, should eliminate or reduce the confusion, uncer- 
tainty, and the economical waste so prevalent in the present situation. The 
private enterpreneur has enough handicaps in establishing or expanding his 
business venture without having imposed upon him the additional worry of 
power supply. The optimum protection of national and general public interests 
and the positive encouragement of our system of competitive, private free en- 
terprise will be a product of such wise utility management. 

35. Fiscal impact upon Federal Government.—A vexing argument so often 
made against public enterprises is that of taxes. It is our view that the test 
is not whether a certain dam, transmission line, or substation carries a tax 
burden, but whether the entire economy is better sustained and can in the over- 
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all produce the taxes needed to support schools and many other essential pub- 
lic services. We think the place to put taxes is on the golden eggs and not 
on the goose. Our conception of this regional public electric enterprise is that 
it should be free of every unnecessary burden so that it may function at its 
optimum in undergirding the economy. It will be the resulting prosperity of 
the region’s private, competitive free enterprises which will provide the grow- 
ing local and State and national tax base. It is our thought that the capital 
loan advances made to the Corporation by the United States Treasury will come 
back not only as loan repayments with interest but also in expanded internal 
revenue collections. This Corporation, rather than being a financial burden 
upon the Federal Government will be the type of asset which will strengthen the 
national credit. 

36. Preliminary nature of this memorandum.—It will be appreciated that this 
this memorandum can only scratch the surface in discussing the vast scope of 
the Pacific Northwest economic situation and power needs and the prospective 
benefits expected from the amendment of the Bonneville Act and from the re- 
sulting improved administration and utilization of natural resources for the 
greatest good of the greatest number of people. On the basis of our studies we 
have much faith in the wisdom of the general approach of the amendment. Ac- 
cordingly we recommend and hope for most serious consideration by the Congress. 

Respectfullly submitted. 

NORTHWEST PUBLIC POWER ASSOCIATION, 
Gus Norwoop, Hvecutive Secretary. 


EXHIBIT 2 


[The Pacific Northwest Public Power Bulletin] 
Four TESTS FOR A REGIONAL POWER AGENCY 


I. ABUNDANT POWER; II. LOW-COST POWER; III. COMPREHENSIVE DEVELOPMENT, 
IV. CONSUMER MINDED 


(Gus Norwood, Executive Secretary, Northwest Public Power Association, based 
on talk before Portland City Club and station KOIN August 19, 1955) 


I am grateful for this opportunity to discuss with you certain aspects of the 
proposal to create the Columbia River Development Corporation. 

If the people of the Pacific Northwest could begin with a clean slate in 
organizing an enterprise for generating and transmitting wholesale electricity, 
what tests would they consider? How would they avoid the present confusion? 


Practically a clean slate 


Actually the region is much closer to a clean slate than may be realized. 
By the end of this century the present electric power system must be expanded 
at least twentyfold. The present system represents less than 5 percent of the 
power facilities which will be needed in 45 years. Thus we start virtually 
from scratch. 

A young region, the Pacific Northwest, has not developed the rigid institu- 
tional patterns, the airtight monopolies, and hardening of the economic arteries 
so characteristic of European nations. 

A case in point, the Bonneville Power Administration, although 18 years old, 
is a temporary agency. Section 2 of the Bonneville Act of 1937 reads, “The form 
of administration herein established for the Bonneville project is intended to be 
provisional pending the establishment of a permanent administration for Bonne- 
ville and other projects in the Columbia River Basin.” 

The opportunity still exists to do the job right. The opportunity still exists 
to write into the plan for a regional electric agency an attitude of primary 
responsibility to the people of the Pacific Northwest who are the electric con- 
sumers and who will work in the electrified industries yet unborn. 


Four tests 


This inquiry does not have to do with local retail distribution of electricity. 
We seek the best means for administering and financing a regional electric 
wholesaling agency to generate and transmit large blocks of power. The question 
of public, private, or cooperative ownership of electric retail distribution systems 
remains a matter for separate, local determination. 
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Almost 40 percent of the people of the Pacific Northwest receive electricity 
from the consumer-owned systems. These rural electric cooperatives, utility 
districts, and city distribution systems are banded together as the Northwest 
Public Power Association. Of 99 utility members, 67 purchase energy from the 
Bonneville Power Administration. Last year they paid $15 million to BPA. By 
1960 they will need over $30 million worth of wholesale power per year. 

For many years our utility members have been concerned because of inade- 
quate and uncertain power supply. Thus their first test is abundant power. The 
obvious second test is low-cost power. The third objective is comprehensive de- 
velopment of resources, all resources. Finally the membership desires that the 
people of the Pacific Northwest have an adequate voice in policymaking. This 
test ee home rule” should insure that the power agency be consumer 
minded. 


I, ABUNDANT POWER 


One of the disturbing national problems is the shortage of classrooms for 
schoolchildren. We have 4 million babies a year and 1,500,000 deaths or a net 
gain of 2,500,000 people a year. If the 5 million population of the Pacific North- 
west were wiped out today, it would take the private free enterprise system of 
the country only 2 years to replace us. 

For each 1,000 people we have about 25 babies, 10 deaths, or a net gain of 15 
people. This is a 1.5 percent rate of growth. From 165 million at the present 
our population may pass 300 million by the end of the century. The most 
conservative estimates say 250 million. Proportionately the Northwest, of course, 
grows much faster and will almost triple its population in the next 45 years. 

If the school people have a problem, what about the electric power people? 
The school problem grows only as fast as or in direct proportion to population in- 
creases. But electric demands grow much more rapidly. While population grows 
1.5 percent per year electric demand rises 7.5 percent a year or 5 times as fast. 
From 1900 to 1950, United States population doubled but the use of electricity 
increased 33 times. How much power will be needed by the year 2000? 


“Energy in the future” 


In 1949, the Atomic Energy Commission employed Mr. Palmer Putnam and a 
large staff of experts to answer this question: “What are the maximum plaus- 
ible demands for energy in the next 50 to 100 years?” More particularly the 
Commission wanted to know what would be the role of atomic power in future 
electric generation. Would atomic power displace hydro? In condensed form 
the resultant study was published in 1953 by Van Nostrand (cost $12.75) under 
the title “Energy in the Future.” This is the magnum opus on energy, one of 
the significant books of our time. 

Here are a few of Mr. Putnam’s conclusions: In the next century man will 
use 18 times as much energy in all its forms as he used in the past century. 
Secondly, in the year 2000 about 60 percent of all energy will come from atomic 
sources. Thirdly, the demand for power will be so great that we will have to 
harness every available hydroelectric site within the limits of economic feas- 
ibility. Putman gives no comfort to those who hope atomic power will reduce 
the need for hydroelectric development. Putnam drives hard that man will 
never quite have enough energy. His needs will be tremendous. Power de- 
mands rise geometrically. 

For more specific and more conservative figures one can turn to the General 
Electric Co. which has been making similarly long-range forecasts. Early in 
1954, Chairman Phillip D. Reed of G. E. in addressing the Boston Advertising 
Club predicted for the year 2000 an annual electric energy demand of 10 trillion 
kilowatt-hours. This is a twentyfold rise in the use of power. 

Other General Electric executives are authority for the assertion that by the 
year 2000 about a third of the homes of America will be heated electrically, 
mostly by the heat pump. Whereas today we first convert only 3.5 percent of 
all energy into electricity before we use it, by the end of this century we will 
convert 36.5 percent of all energy into electricity. Summarizing, G. E. finds 
that the use of electricity will jump twentyfold in the next 45 years. 

For the Pacific Northwest this G. E. rate of growth is highly conservative. 
It represents about 7 percent compounded whereas during 1954 the electric 
loads of the smaller Northwest cities increased 23.8 percent, the rural electric 
cooperatives experienced a 19 percent growth and the PUD’s had a 15.4 percent 
load growth. So the G. E. figures represents less than half the load growth 
actually experienced by these Northwest systems. 
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Huge investment needed 


Nevertheless even the conservative GE rate of load growth presents a stagger- 
ing problem for the Pacific Northwest. A twentyfold expansion of the electric 
system calls for about 100 million kilowatts of generating capacity for the 
region or as much power as the entire Nation has today. We will need the 
power output of three Columbia Rivers completely harnessed. Two of those 
Columbia Rivers will be atomic power sources. 

Assuming an investment cost of $300 per kilowatt of generating capacity, this 
100-million-kilowatt power system will require an investment for generation 
and transmission alone, not counting distribution facilities, of about $30 billion. 
If as much as one-third of this money comes from depreciation reserves and net 
income, we can safely conclude that the Pacific Northwest is faced with the 
problem of raising at least $20 billion of new power investment by the year 2000. 

Initially we need about $250 million per year increasing to over a billion dollars 
a year toward the end of the century. Recently the Bonneville Administrator 
| saagaae a need for $7 billion of new power investment for the next 20 years 
alone. 

As its first test the Columbia River Development Corporation must insure an 
abundant supply of power for all the needs of the public. This calls for raising 
at least $20 billion of new money in the next 45 years. 


II. LOW COST POWER 


The progress of civilization and the very freedom of man from drudgery and 
economic serfdom depend on low cost power. 


The decline of horses 


One of the warm friendships of my boyhood was with a horse, a white, lame 
and fairly old plowhorse. For anyone raised around horses, even an old plow- 
horse, it goes down pretty hard to have to admit that the decline of the horse is 
progress. 

However, horses and mules are an obsolete form of energy, an expensive 
luxury. They keep farmers poor so that the farmer is working for the horse 
instead of the horse working for the farmer. Horses and mules are not low 
cost power. They are parasites in the Nation’s energy economy. 

The gas and diesel tractor and truck started our horse and mule population 
down the road of technological unemployment and obsolescence. In: 1915 the 
United States population of horses and mules reached a peak of 26.5 million. 
This was cut in half by 1943 to 13.2 million and by 1952 was cut in half again 
to 6.2 million. Currently the horse and mule population is declining by over 
half a million per year or about 10 percent annually. Even the Army is giving 
up horses. 

The decline of the horse fits in with some highly significant energy statistics 
recently released by the Department of Agriculture which show how work is 
divided among animals, man and machines. 

A century ago 79 percent of the total energy used for work was supplied by 
animals, 15 percent by human beings, and only 6 percent by machines. By 1960 
the Department estimates that animals will supply only 1 percent of our work 
energy, humans only 3 percent, and machines 96 percent. Thus in one century 
the percentage which animals occupied in our energy economy declined from 
79 percent to 1 percent; the human role declined from 15 percent to 3 percent; 
while the role of inanimate or machine energy skyrocketed from 6 percent to 96 
percent. 


The decline of coal 


The great industrial complexes of Germany, England, and the Ohio Valley 
have been based on coal. Coal has been the standard means for heating homes. 
But coal has been losing before the onslaught of natural gas and oil. Mr. Put- 
nam tells of Belgium coal mines closing down with a lot of coal still in the 
ground. Four thousand feet deep, these mines require pumping 30 tons of water 
for every ton of coal removed. England is having similar experience. Under 
such circumstances coal is no longer a low-cost fuel. Mr. Putnam goes so far as 
to say that because of the ladder of rising costs probably not more than 15 percent 
of the coal in the earth will be removed. 
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The decline in oil 


In the Pacific Northwest and in Tennessee an ever increasing proportion of 
new homes are electrically heated. When 98 percent of the new homes in Long- 
view, Wash., are electrically heated, we no longer deal with a theory. 


Heat pump ahead 


We have seen the decline of the horse. We have seen the gradual displacement 
of coal for heating homes by the cleaner and more convenient oil and natural gas. 
In certain areas we see oil in turn giving way to electric house heating. Most 
promising of all today is the heat pump. The heat pump will probably be the 
greatest electric appliance of all time and will ultimately consume more electric 
energy than all other appliances combined. 


Cost factors controlling 


The determining factor in selecting one or another form of energy is cost. By 
watching the cost factors one can trace and ultimately predict the shift from one 
energy revolution to another. In coal mining the chief cost is labor. In the 
Pacific Northwest the chief cost is interest on hydroelectric investment. In the 
examples which follow we will see the tremendous leverage of the rate of in- 
terest. 


Hungry Horse iceberg 


The Hungry Horse Dam in western Montana well illustrates the impact of 
interest rates on power cost. 

For last year the Hungry Horse operating statement showed expenditures of 
about $3 million. But of this total only $290,000 or 10 percent went for actual 
operation, maintenance, and administrative cost. This 10 percent constitutes the 
visible costs which are apparent to the visitor at the dam. 

To see what happens to the other 90 percent of costs we must go to Washington, 
D. C. where once a year a bookkeeper opens a ledger to record the entry for 
repayment of debt amounting to 30 percent and for interest 60 percent. 

The operating statement of the Hungry Horse project is like an iceberg. The 
10 percent of operating costs seen by the visitor at the dam is the visible part of 
the iceberg sticking out above the water. The remaining 90 percent, the banking 
transaction, lies invisible under the surface. The Hungry Horse Dam thus shows 
that the electric business often may involve more banking than electric business. 
Certainly in this operating statement we have a mixture of 90 percent banking 
business and only 10 percent electric business. 

A 24-to-1 leverage 

What would happen if the interest rate at the Hungry Horse project were to be 
increased by 1 percent from the present 214 percent rate to 8% percent? We 
noted that 60 percent of the cost was interest. By dividing 2% into 60 we obtain 
24. Increasing the interest rate 1 percent raises power costs 24 percent. Here is 
a leverage of 24 tol. 

Furthermore if Hungry Horse had to be constructed by a private corporation, 
they would need a 6-percent rate of return after payment of 52 percent corporate 
profits taxes or a 12-percent rate of return before the profits tax. Adding 24 
percent to the price of electricity for each 1-percent rise in money cost from 2144 
percent to 12 percent more than triples the cost of power and prices it completely 
out of the market. ; 

The Hells Canyon project as a twin brother of Hungry Horse Dam would also 
experience tripled power rates under private corporate financing. Therefore 
neither Hells Canyon nor Hungry Horse lend themselves to private construction. 
They call for the lowest possible interest rate available under public financing. 

The Hungry Horse iceberg amply demonstrates that low-cost power depends 
on a low rate of interest. 


Different from grocery business 


By this same method of analysis the ratio of power cost to interest rate can 
be determined for the entire Columbia River Power System. What would be the 
rise in the wholesale power rates of the Bonneville Power Administration if the 
rate of interest were increased 1 percent? 

In seeking the answer to this question we can also note the extreme difference 
between the power business and almost any other business. For example, a well 
organized grocery will enjoy each year about $8 of business or gross revenue 
from each dollar of investment. Turning now to the Bonneville Power Admin- 
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istration we ask what is the annual gross power revenue from each dollar of 
Federal power investment? It is 8 cents. The ratio is $8 to 8 cents or a 100 to 1. 

Out of its 8 cents the Bonneville Power Administration has paid all its costs 
including interest and debt repaymentand still accumulated a $110 million surplus 
or profit. But the point of this example is that one-third of BPA costs is interest. 
By dividing the average interest rate of 2.6 percent into 34 percent, which is the 
proportion of BPA costs, we come up with this answer: For the Columbia River 
Power System a 1-percent increase in the rate of interest would cause a 13- 
percent increase in power cost. 

Looked at another way if the grocer and the Federal Government were both 
to obtain $8 of annual gross revenue, the grocer would have to invest only $1 
while Uncle Sam invested $100. If the interest rate increases 1 percent, the 
grocer puts in an extra penny, but the Federal power system must require an 
additional dollar of revenue from us. Instead of collecting $8, it would require 
$9, or again an increase of 13 percent. 


Atomic will be like hydro 


Since most of our energy in the year 2000 will come from atomic sources, it may 
be well to note that while atomic plants physically will look like steam plants, 
from a balance sheet and operating statement standpoint they will look more like 
hydro projects. According to Dr. Alvin Weinberg the cost of atomic fuel will be 
insignificant, about the same as paying 5 cents for a ton of coal. The heavy cost 
at the future atomic plants, as at present hydro projects, will be the interest on 
investment. Low cost power will depend on low interest rates. 

The second test which must be met by the Columbia River Development Cor- 
poration is to provide low-cost power, and therefore it must be able to enter the 
—— and command a low rate of interest, preferably as close to 2 percent as 
possible. 


Ill. COMPREHENSIVE DEVELOPMENT 


The foregoing illustrations have related the cost of power to the interest rate. 
But another important relationship challenges the proposed Corporation. 


How much of the Columbia River will we develop? 


How does the interest rate affect the economic feasibility of developing the 
entire 35 million kilowatt potential of the Columbia River? 

This problem involves three variables and can best be illustrated by means 
of a graph. For the vertical axis this graph will show the cost of power in 
mills per kilowatt-hour, 2 mills, 4, and a ceiling of 6 mills. It will be assumed 
that atomic power will be competitive at this price so that energy above 6 mills 
is priced out of the market. For the horizontal scale we will use percentage 
development of the 35 million or so kilowatts of hydroelectric potential of the 
Columbia River expressed from zero to 100 percent. 

Today the Columbia is about 13 percent harnessed and average power cost is 
2 mills. Using this as a starting point we draw a line to represent the use of 
2-percent interest. As the statement of a hypothesis, this line will be drawn to 
intersect the 6-mill ceiling at the point where 80 percent of the Columbia River is 
developed. Incidentally at 82 percent the Tennessee is the most completely 
developed river in the United States and further projects are being planned. 

Now what will be the posture of the line representing a 6-percent cost of 
money and finally what will be the position and slope of the line to represent a 
12-percent rate of return before corporation profits taxes or 6 percent after profits 
taxes? 

Once the 2-percent line is fixed, the position of the 6-percent and 12-percent 
lines is determined by using the experience ratio for the Columbia River Power 
System, namely that each 1-percent rise in the interest rate causes a 13-percent 
rise in the cost of power. Thus a fairly rigid relationship exists among the three 
lines. If the 2-percent line should intersect the 6-mill ceiling at 90 percent or 
70 percent development, then the other two lines would shift accordingly. 

The fullest development of the Columbia’s 35 million kilowatts will be achieved 
by the lowest possible rate of interest. Two-percent money will develop 80 per- 
cent of the river. Six-percent money will barely do 42 percent of the job. The 
traditional use of 12-percent money will eke out only a cream-skimming 23 per- 
cent. 

The Columbia River is a man-sized job. It is no place to send a boy. To 
achieve comprehensive development calls for the lowest cost money available 
under public auspices. 
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HOW MUCH OF THE RIVER WILL BE DEVELOPED? 
lt depends on the Cost of Money! 


Per KWH 
4 


MiLLs 
2 
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Percent OF River To Be ODeverored 


Multiple purpose feasibility 

At multiple purpose projects if the power cost goes too high, not only the 
power portion goes down the drain, but also the incidental purposes. Every nav- 
igation dam on the Columbia River, as a single purpose project, is economically 
unfeasible. Power makes these projects feasible. The use of 2 percent money 
extends the limit of this power feasibility and hence also the feasibility of the 
other multiple purposes such as irrigation, flood control, wildlife development 
and navigation. 


Unlocking the land resources 
Low cost power has already demonstrated its ability to extend the economie 
feasibility of rural electrification, of electrification of sawmills and pulp mills 


and of marginal mines. One quick example will serve to show the relationship 
to the vast untapped phosphate beds of Idaho and Montana. 


Why Victor came to Montana 

On August 19, 1953 Mr. Gillett of the Victor Chemical Co. addressed the 
governors and other members of the Columbia Basin Inter-Agency Committee 
at Butte to explain, “Why Victor Came to Montana.” Although Montana phos- 
phate ores were not as good as those in Idaho, the availability of low cost 
power drew the company to select Montana. He said: “Bonneville Power Ad- 
ministration was building transmission lines to this area so that low-cost power 
would be available. Phosphate rock was cheaper in Idaho than here because it 
can be strip mined, while rock in this area must be mined underground. Bonne- 
ville power rates, however, were enough lower to offset this disadvantage. 
After careful balancing of the economic factors, rock, power, and freight rates 
on raw materials and finished products, the Butte area was selected, and a plant 
site was sought.” 

Here as in many other cases in the Northwest low cost power has been the 
proverbial goose that laid the golden eggs. 


Iv. CONSUMER MINDED 


In the Bonneville Power Administration the people of the Pacific Northwest 
have a good start toward achieving one of the finest power agencies in the 
world. 
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As a gilt edge investment the Columbia River power system operates on a 
riskless basis since the electric consumer through his power bill absorbs all 
the risks and pays all the costs. Despite the security of the investment the Con- 
gress has not seen fit to provide sufficient loan funds to enable the system to 
operate on a public utility responsibility basis. As against a current annual 
need for $250 to $300 million, Congress has been appropriating about 100 million. 

The problem of insufficient loan funds is believed to be related to the second 
major criticism which Northwest people express regarding the Columbia River 
power systems: Not only the major but even the minor decisions are being 
made in Washington, D. C. 

How to meet these two criticisms? 

Regional participation 

How can we build “regional home rule” into the proposed power corporation? 

Why not have the people of the Pacific Northwest write their own bill? 

The first draft of the Columbia River Development Corporation bill was based 
on the St. Lawrence Seaway Development Corporation Act, which was signed 
by the President May 13, 1954. As in the St. Lawrence Act, the bill provided for 
a single administrator. When 700 copies of this draft were mailed in August 1954 
with a request for comments, some 300 suggestions came in. Practically every- 
one wanted a five-man board of directors. 

So the second draft as mailed to some 4,000 people in October 1954 provided 
for a five-man board of directors appointed by the President with the advice and 
consent of the Senate. Provision was also made for an advisory council, public 
notice on policy changes and the right of public hearing and court review as 
methods to insure responsiveness to the grassroots. 

A special membership meeting of the Northwest Public Power Association in 
December left further instructions and in particular wanted provision for direct 
election of one director from each of the four Pacific Northwest States. This 
resulted in the addition of section 17 in the third draft of March 1955 whereby 
Congress grants consent to the States of Montana, Idaho, Oregon and Washington 
to negotiate an interstate compact for the purpose of acquiring the corporation. 

It may be possible for Congress, although there is some legal hesitation on 
this point, to provide directly in the bill for each of the four States to elect a 
director. This would settle the home rule problem. 


Capital budgeting 

Sweden for over 20 years has very successfully operated its national budget so 
as to distinguish between the operating budget which is generally dependant on 
taxes, and the capital budget which secures most of its investment funds from 
the issuance of national securities. The various business or revenue producing 
activities, such as the Swedish Power Board, obtain loan funds via the capital 
budget. These loans are then repaid together with interest. 

If Congress were so minded, the Federal power investment program of the 
Pacific Northwest could be similarly handled. Thereby the region would ob- 
tain the full benefit from the low rate of interest on Federal securities. 

Since the United States has not yet adopted a capital budget, the next best 
procedure is to segregate each business-type activity by calling it a Federal cor- 
poration. There are now 51 such corporations, the oldest being the Panama 
Canal Corporation and the most recent the St. Lawrence Seaway Development 
Corporation. All 51 are subject to the overall provisions of the Government 
Corporation Control Act of 1945. The Columbia River Development Corporation 
bill follows this well established pattern except that it takes the further step 
of authorizing the issuance of revenue bonds in the private market. 

Congress has currently under consideration a number of proposals to permit 
the issuance of revenue bonds for highways, school buildings, and self-financing 
for TVA. These bills have thus far received a cool reception because they are 
too favorable to the bankers. This is the danger. In all cases the revenue bonds 
would sell so as to require a rate of interest higher than the average cost of 
money to the Treasury. 

The Columbia River Development Corporation bill has not been introduced in 
Congress. The fourth draft is now tentatively scheduled for completion in the 
spring of 1956. However, the TVA self-financing amendments are scheduled for 
further hearings starting January 9, 1956. Congressional reaction to the TVA 
bill will be watched with interest. If it is passed by Congress in 1956, the outlook 
for a Pacific Northwest bill should be favorable in the succeeding Congress. 
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CONCLUSION 


The Columbia River power system presents a serious banking challenge. In 
many respects it is more of a banking business than an electric business. A 
large hydroelectric system involves more banking operations than many banks 
face. 

In the Hungry Horse “iceberg” we noted from the annual operating statement 
that about 10 percent of the costs went for utility operations and the other 90 
percent went for financial or banking requiremeuts. 

Low cost power depends on low interest rates. By the year 2,000 the 4 Pacifie 
Northwest States will require not less than $20 billion of new power investment 
which must be raised by the proposed Columbia River Development Corporation, 
Ideally this money should be available at about 2 percent interest. 

The closer we come to achieving a 2 percent rate of interest the more likely 
we are to achieve the 4 objectives of low cost power, abundant supply of power, a 
form of administration which is consumer minded, and the optimum comprehen- 
sive multiple-purpose development of water and energy resources which in turn 
will help to develop other regional resources to the end of more and better jobs 
for our people and a higher standard of living. 

Your comments and suggestions will be very much appreciated. 


Exuisir 3 
[The Pacific Northwest Public Power Bulletin, May 1954] 


PRELIMINARY SPECIFICATIONS FOR LEGISLATION CREATING REGIONAL POWER 
ORGANIZATION 


COMMENTS REQUESTED 


The annual membership meeting of the Northwest Public Power Association 
on April 1 left. instructions for the drafting of a bill by next January for (1) 
creation of a regional public organization to carry forward the Northwest power 
program, (2) on a basis of assuring an adequate power supply, (3) at the lowest 
possible rates (4) consistent with comprehensive development of the water 
power resources of the Pacific Northwest. Those are the broad specifications 
as laid down by the resolution. 

NOT A CVA 


Unlike the Columbia Valley Authority bills of the 1940 to 1949 period which 
had to do with forestry, soil programs and many other conservation functions, 
the primary job of the proposed public organization is power generation and 
transmission, This should make for a simpler and less controversial bill. 


NOT AN INTERSTATE COMPACT 


The purpose of the proposed agency is not to allocate power among the States 
or artificially to dictate where power is to flow. This is a fatal deficiency in the 
interstate compact approach. Rather it is hoped that the regional power agency 
will serve as 2 common carrier grid systein and power pool providing wholesale 
power at a postage stamp rate on a public utility responsibility basis to all. By 
making low cost power available everywhere in the region the agency would 
provide optimum free market conditions for the encouragement of free enter- 
prise—public, private, and cooperative. 


CONSTITUTIONAL REQUIREMENTS 


The snecess of the proposed agency will depend on its ability to obtain ade- 
quate financing at the lowest possible cost. This means public money either 
from the Federal Government or from tax exempt revenue bonds. The pattern 
of the St. Lawrence Seaway Development Corporation bill (S. 2150) just 
passed by the Senate may serve as a useful guide for meeting both the con- 
stitutional and the financing requirements. 

In this regard the Congress laid down a clear policy in the Government Corpo- 
ration Control Act against the issuance of bonds by Federal corporations. All 
funds are to come from the United States Treasury so that Federal agencies will 
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not bid against each other for funds in the open market. Of course, Congress 
can change its mind or make exceptions but there is a real advantage in con- 
forming to existing policies and patterns so as to raise as few objections as pos- 
sible. The House action on the St. Lawrence bill may provide a further guide. 

A second area of great difficulty in past years has been that of how to achieve 
a sufficient degree of local home rule (as distinguished from States rights) in 
such an agency while also retaining the advantages of a regional approach and 
low cost financing. A useful pattern may be that of H. R. 1776, the Columbia 
Interstate Commission bill introduced by Congressman Walt Horan. It has 
fairly good language on appointment of board members, use of an advisory coun- 
cil and provision for public hearings. Additional home rule provisions can be 
added by ultimately electing board members, requiring publications of a long 
range advance program, making of reports and providing notice of rule making. 

Thirdly, any regional agency can derive its authority only through the action 
of Congress. Even an interstate compact could be brought into being only with 
the consent of Congress. The requirements of the United States Constitution 
must not merely be met but preferably should be so clearly met as to avoid the 
delays of lengthy court procedure to test constitutionality. 


SUCCEED TO BPA 


The proposed agency is to be the successor to the Bonneville Power Admin- 
istration and it is intended to include most of the language of the Bonneville 
Act by reference or by requoting it as part of the new law. 


CORPORATE FORM 


With the enactment of the Government Corporation Control Act of 1945 and 
the Administrative Procedure Act of 1946 the Congress began to make a clear- 
cut distinction between Federal agencies which are of a business or proprietary 
nature and those which are nonproprietary. The electric business is a business 
and should be organized on a corporate basis with a capital budget and with the 
operating flexibility of a commercial enterprise. 


ULTIMATE OWNERSHIP 


There has been much interest in the creation of a public corporation which 
would be controlled predominately in the early years by the banker, namely the 
Federal Government, but that there would be a greater degree of regional con- 
trol as the debt was retired. The idea of ultimate regional ownership and con- 
trol is one which will be explored as far as feasible. It has been suggested that 
the real equity of the region is not so much in the dams and other physical prop- 
erties but in the rate schedules. The idea of a “rate stabilization reserve” has 
been put forward based on Canadian practice, as a method of expressing the 
equity of the region in the BPA surplus. This may be a solution to the “ulti- 
mate ownership” problem. 

GENERAL SUGGESTIONS 


Boundaries to include Oregon, Idaho, Washington, and western Montana. 
Organization of the agency shall be that of a corporation chartered by Congress 
with a board of 5 directors ($16,000 per year) on staggered 5-year terms ap- 
pointed by President (but could be elected now or ultimately). The board 
would be responsible to the President for efficient management and be respon- 
sible to Congress for its policy decisions in such a manner that within 1 year of 
a proposal Congress could veto the construction of a proposed generation project. 
The Board would be authorized both to purchase and sell power on long-term con- 
tracts and thus assist local bodies by backing up their financing efforts on 
local hydro projects. Revenue bonds of the agency would be deposited with the 
United States Treasury as collateral for its capital requirements which would 
be public debt transactions on a self-liquidating basis, provided that nonreim- 
bursable features as determined by FPC under criteria to be set forth in the 
act would be financed by the agency but would be offset by a retroactive credit 
on its payout schedule. The agency would set its own rates under criteria to 
be set in the law. It may contract with other Federal or non-Federal agencies 
to do design and construction and operation of dams and other facilities. Pay- 
ments shall be made in lieu of local taxes to replace lost taxes and contribute a 
fair share to increased local government costs as a result of projects. 
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THIS IS PRELIMINARY 


Written comments and recommendations for improvement of these specifica- 
tions are earnestly solicited at the earliest possible date so they may be incor- 
porated in the next draft of the specifications. Suggestions for better proce- 


dure also would be appreciated to the end of insuring that this will be a real 
grassroots bill. 


ExuHIsit 4 
[The Pacific Northwest Public Power Bulletin, September 1954] 


Book Review 18 Years LATER: REGIONAL POWER CORPORATION RECOMMENDED 
IN 1936 REPORT 


In a noteworthy letter of July 9, 1935, Secretary of Interior Harold L. Ickes, 
who was also Chairman of the National Resources Committee, wrote to the 
Pacific Northwest Regional Planning Comission : 

“The National Resources Committee has been requested by the President to 
submit a report on the future of the Columbia Basin, which he is hoping will 
be helpful in determining the type of organization which should be set up for 
the planning, construction, and operation of certain public works in that area. 

“The Committee desires the assistance of the Pacific Northwest Regional 
Planning Commission for this work and requests your cooperation in securing 
a report for action by the advisory committee in Washington not later than 
November 1, 1935.” 

THE M’KINLEY REPORT 


Even more noteworthy was the resulting document of 192 pages, which was 
placed in the President’s hands April 21, 1936. That this plan for a regional 
public electric corporation is still significant 18 years later in 1954 is but small 
and tardy tribute to the chief author, Dr. Charles McKinley, who was then and 
is still today professor of political science at Portland’s famed Reed College. 

His 40-page staff report on administrative organization is the solid core of 
the completed document. It is his keen analysis which defines the five adminis- 
trative alternatives for handling the wholesale marketing of electricity, and 
leads to the logical conclusion in favor of a regional public electric corporation. 

Powerful lobbies prevented Congress from adopting the corporate plan. In- 
stead a political compromise was worked out in the Bonneville Project Act of 
August 20, 1987. However, Congress admitted to an uneasy conscience in ignor- 
ing the compelling logic of the McKinley report when it inserted in the Bonne- 
ville Act the words, “The form of administration herein established for the 
Bonneville project is intended to be provisional pending the establishment of a 
permanent administration for Bonneville and other projects in the Columbia 
River Basin.” 

THE FIVE ALTERNATIVES 


Before concluding in favor of a single public electric grid and corporate mar- 
keting agency the staff studied the following five alternatives: 

“1. Each project may be operated by a separate agency and the energy sold 
only at wholesale at the station bus bars. ; 

“2. Each project may be assigned to serve a certain specified territory and 
operate by an agency authorized to construct the necessary transmission fa- 
cilities and develop new power markets. 

“3. A transmission authority may be created and authorized to construct and 
operate a superpower transmission network, leaving the operation of the new 
and existing power projects under the present control. 

“4. A power and transmission authority may be set up which will be authorized 
to take over the operation of these power projects upon their completion and to 
construct the necessary transmission * * * leaving the control and operation 
of the reclamation, navigation, and flood-control features under existing agencies. 

“5. A Columbia Valley authority may be created, authorized with broad powers 
for the planning, construction, and operation of all the public-works projects 
and all of the features in connection therewith” (p. 39). 

The staff at once rejected the idea of bus bar sales (1), isolated power pools 
(2) or a CVA (5) and concentrated its study on (3) and (4). 
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Item 4 was defined more precisely on page 175 as, “To establish a new Govern- 
ment-owned corporation endowed with but a single function—the operation of 
the hydroelectric-generating plants and the transmission of that energy to the 
distribution centers.” 


FIVE TESTS FOR THE CORPORATION 


Much of the report discusses the criteria and objectives for the power corpora- 
tion : 

“1. Unified management of the primary function and of other functions so 
closely related as to be indispensable to it. 

“2. The attainment of driving power and administrative talent adequate to 
secure the maximum social advantages of the new and projected public works. 

“3. Responsiveness to regional sentiment and desires. 

“4. The maximum protection of the national interest through proper attention 
to the business requirements of the enterprise. 

“5. Articulation with regional planning” (p. xv). 


ADVANTAGES OF CORPORATE FORM 


In proposing that Congress create a regional public electric corporation the 
1936 report submits a lengthy analysis of the relative advantages and dis- 
advantages of a corporate form of organization as compared with the regular 
Government bureau. The advantages of the public corporation are given as: 

“1. The proposed public corporation would possess a single power function 
and would be free from the competition for funds with other bureaus in a multi- 
purpose department. 

“2. A corporation, unlike a regular burean, could have its center of gravity 
within the region where it carires on its business. 

“3. The corporation could and should develop its own merit system and yet 
be given the flexibility in personnel policies which are required for business enter- 
prise. 

“4. The most important advantage in the corporate-form organization is the 
stable, financial foundation given it, and the challenge presented to it to make 
income and expenditure balance. 

“5. A Government-owned corporation would he liable for torts committed 
against private persons whereas an ordinary bureau would not be so account- 
able” (p. xv). 

PROPHETIC DOCUMENT 


Envisioning great public benefits to be derived from the coordinated develop- 
ment of water resources the report urged recognition of the river basin as the 
planning unit. It urged a postage stamp wholesale power rate. It urged opera- 
tion of the proposed high-tension transmission system as a common carrier of 
electric energy. It related power to prospects for electrometal and chemical 
industries and to an improved standard of living. 

All these and much more the report considered possible if a proper admin- 
istrative machinery were provided. From beginning to end the staff report by 
Pr. McKinley, the report of the Pacific Northwest Regional Planning Commis- 
sion and the endorsement and recommendations of the National Resources Com- 
mittee center their faith and logic on the necessity for a regional public electric 
corporation. 

WHO HAS A COPY? 


The Northwest Public Power Association will happily pay $5 for a copy of the 
report entitled, “Regional Planning, Part 1—Pacific Northwest” 192 pages. May 
1936, National Resources Committee, for sale by Superintendent of Documents 
for 50 cents (paper cover) but now out of print. 
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Exnursit 5 
[The Pacific Northwest Public Power Bulletin, December 1954 } 


More Juice—Less SQUEEZE 
Gus Norwood 


On December 10 the Northwest Public Power Association membership meets 

re to act on the proposed Columbia River Development Corporation 
ill. 

To save time at the meeting I am using this means to report on the objectives 
of the bill. The theme for these remarks is suggested by a ball point pen do- 
nated to the NWPPA office by Manager Jack Frisbie of Salem Electric, on which 
is impriuted their motto, “More Juice—Less Squeeze”. 


MAIN STREAM OF LOGIC 


This objective of a more adequate power supply at the lowest possible cost 
compelled the membership of the Northwest Public Power Association on April 
1 to order preparation of the corporation bill. But the resolution also stimu- 
lated NWPPA research in regard to (1) long-range electric-load growth, (2) 
huge capital investments needed to meet those loads, (3) critical importance of 
the rate in interest, and (4) how best to write a corporation bill which would 
achieve the lowest possible rate of interest. 


BIGGER PROBLEMS AHEAD 


Power problems of the past have been relatively easy. The General Electric 
Co. predicts that by the year 2000 electric loads will increase 20 times. By 
that date 46 years from now the Pacific Northwest will need the power of 3 
Columbia Rivers and an investment of perhaps $40 billion, mostly in nucleur- 
energy plants. 

In analyzing the factors entering into the wholesale price of power it is at 
once obvious that the rate of interest is the chief factor. On the basis of ex- 
perience with Federal power investment in the Pacific Northwest it can be ex- 
pected that when the rate of interest on the investment rises 1 percent the whole- 
sale price of energy must rise 15 percent. Here is a simple cause and effect 
relationship of 1 to 15. An electric system now paying BPA 3.0 mills per kilo- 
watt-hour for power would be required to pay 3.45 mills if the interest rate on 
the BPA investment were increased 1 percent. 


THREE PERCENT INTEREST IS ROBBERY 


If the enactment of the Columbia River Development Corporation bill would 
result in any increase in interest rates, say to 3 percent, the bill should immedi- 
ately be thrown into the wastebasket. An interest rate of 2 percent is barely 
reasonable. The aim should be 2 percent. In fact many insurance investment 
executives look for about a 1 percent drop in average interest rates by the end of 
this century. That is one reason why the 100-year bonds of IBM and Chrysler sold 
80 easily. 

Incidentally your NWPPA office sent to some 40 public agencies which have 
floated $10 million or more in bonds and asked for a copy of their law, bond 
prospectus and a recent annual report. The stndy reveals many pitfalls, includ- 
ing the sad record of the Washington State Toll Bridge Authority which has 
been paying from 3.22 to 3.92 percent effective rate of interest. 


MONEY CHANGERS VERSUS THE PEOPLE 


The picture of Jesus upsetting the tables of the moneychangers in the temple 
still symbolizes today one of the basic problems of society. A century ago the 
United States Government itself was the victim of high interest rates exacted by 
European bankers. But now that the United States is a creditor nation the 
struggle continues on internally. The money middle men of the East fight for high 
interest rates while the borrowing areas of the West battle for low interest rates. 

In this struggle for low interest rates the people can be most effective by util- 
izing the broad credit base of their public agencies. It is therefore logical] in seek- 
ing the lowest possible interest rates to use the Federal Government’s credit. 
This is done in the Corporation bill. 


28333—58——6 
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TWO FEDERAL FALLACIES 


Two fallacies are being peddled around the Pacific Northwest in regard to 
Federal financing of more hydropower. One is that Uncle Sam is through. The 
other is that we can get Uncle Sam back on the job like in the good old days. 
These are extreme and perhaps oversimplified statements to describe the reason- 
ing of those who are apologizing for higher cost methods of doing the power 
job and on the other hand of those who think of that job from a short term view 
as one of merely getting a new start every few years. 

This region today, for the electric utility industry as a whole, needs around 
$150 million yearly just for new generation. This figure will double long before 
10 years is out. It will probably reach a billion uollars annually before this 
century isout. This is no problem to be met by expedients or crutches. 


HISTORICAL PERSPECTIVE 


Today BPA, though created by a temporary law, is already 17 years old. By 
the year 2,000 it will be 63 years old and still be younger than the McMinnville 
Light Department is today. 

The proposed Corporation bill is not a short range bill. It may solve no prob- 
lems in the first 5 years. This is acknowledged in the bill itself in relying on 
United States Treasury funds for at least the first 5 years. But the bill should 
pay off in the long run. 

DECISION OR CHAOS 


The job of management and leadership in its broadest sense is to make de- 
cisions. This is so obvious that some argue that almost any decision is better 
than none. Others argue that half a loaf is better than none. The objective of 
the regional Corporation bill is to provide an opportunity to facilitate and reach 
a decision, settle the issue, clear the fog, and set in motion a power plan. 

It calls for an action program. When the steel industry wanted the St. Law- 
rence Seaway built they saw to it that the best and cheapest method was used for 
doing the job. They demanded and got the St. Lawrence Seaway Development 
Corporation Act signed by President Eisenhower on May 13, 1954. 

The Columbia River Development Corporation bill is based on that act, except 
that it uses a five man board as well as a general manager and it provides for 
open-market financing but with Federal guaranty of bonds as under the public 
housing laws whereas the St. Lawrence seaway will use Treasury advances. 
The Columbia River bonds will not be part of the national debt. 

The second preliminary draft of the Corporation biil has been very well re- 
ceived and only the most minor suggestions for further changes have been made, 
It is a conservative bill. 

First and last it is an action program for financing and carrying forward the 
Pacific Northwest power program on a basis of adequate power supply at the 
lowest possible cost, on a basis of “More Juice—Less Squeeze”. 


ExHIsIT 6 
{The Pacific Northwest Public Power Bulletin, July 1955] 


REGIONAL ELECTRIC CORPORATION ENDORSED BY Hoover COMMISSION 


SEVEN CORPORATIONS PROPOSED 


The Hoover Commission bowed out of existence June 30 by recommending to 
Congress the creation of the Columbia River Development Corporation. It is one 
of the constructive things the Commission has done. 

The Commission’s surprise endorsement came just a year after the Portland, 
Oreg., hearing of the Task Force on Water Resources and Power at which the 
Northwest Public Power Association presented a 21-page brief for a regional 
public electric corporation with authority to issue electric revenue bonds and to 
operate on a “public utility responsibility” basis. 


REVERSES TASK FORCE 


Apparently the Commission rejected the rumored recommendation of its task 
force that all Federal dams should be sold. On this point the Commission said: 
“In considering the problem of ending the present Government operations in 
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competition with private enterprise in the power field, we have need to examine 
some practical questions. These issues cannot be solved by simple recommenda- 
tions that such activities should cease or be sold. We do not entertain the idea 
of the sale of dams and their powerhouses. 


“These dams also perform highly important services to irrigation, navigation, 
and flood control which must remain Federal responsibilities.” 


TVA IS TESTING GROUND 


In endorsing the concept of local development of rivers on an integrated, com- 
prehensive basis, the Hoover Commission noted that President Eisenhower al- 
ready had asked the Tennessee Valley Authority to submit a self-financing plan. 
TVA’s plan was introduced May 31 as H. R. 6575. However, the Bureau of the 
Budget recommended major changes and submitted a plan which was introduced 
on June 13 as H. R. 6770. Hearings will be held during July. 

With an eye to a uniform national approach the Commission suggests seven 
regional electric corporations in all. The Central Valley, Missouri Basin, South- 
western Power Administration, Southeastern Power Administration, the Hoover- 
Davis Dam area, TVA, and the Columbia Basin are each to have a corporation. 


Thus the Bureau of Reclamation and the Department of Interior are to be di- 
vorced from the power business. 


NO CAUSE FOR JOY 


The chief aim of the Hoover Commission is to get the Federal Government out 
of the power business. The report is loaded with private utility propaganda 
against the preference clause, demanding that Federal projects pay income and 
local taxes, that Federal interest rates be increased and that consideration be 
given to greater use of private utility partnerships and interstate compacts. 
Navigation tolls are urged. Another recommendation calls for eliminating the 
160-acre limitation on Federal irrigation projects. 

Nevertheless, the recommendation fur regional public electric corporations may 
prove to be an important turning point. Assuming that the Hoover Commission 
has been in close touch with administration officials, the report may be evidence 
of a shift to a more palatable Federal power policy for use in the 1956 campaign. 


TVA FINANCE PLAN GAINING 


Numerous groups are endorsing H. R. 6575, the Davis-Jones bill for TVA self- 
financing. On June 13 a Nashville rally drew 1,500 people to hear Governors 
Clement and Folsom, Gordon Clapp and others urge the Davis-Jones bill and 


oppose the administration bill. An endorsing resolution was adopted. Other 
rallies are planned. 





ExHisBit 7 
Two PERCENT FINANCING 
By Gus Norwood, Executive Secretary, Northwest Public Power Association 


(Remarks as part of a panel on Management and Financing of Northwest 
Power Projects, at the Spokane, June 19, 1952, meeting of the Bonneville 
Regional Advisory Council.) 

Three and a half years ago at the Bonneville Regional Advisory Council on 
December 16, 1948, at Longview there was a panel discussion on Methods of 
Financing Development in the Pacific Northwest. We heard Mr. Roland Miller 
of the Walla Walla Union Bulletin propose capital budgeting for the Federal 
Government. Then Mr. Sam Morris of the Los Angeles department of water 
and power discussed the possibility of financing Federal dams by means of 
Federal revenue bonds. He pointed out that Los Angeles at that time was paying 
less than 2 percent interest on $100 million of bonds outstanding. I want to 
quote the final paragraph from the address by Mr. Morris: 

“TI am a strong believer in utility bonds. It puts the management on its mettle. 
It puts the securities before the public so they have an interest in the investment 
angle and are continually checking up on the efficiency of operations, to make sure 
it is a good business deal all around.” 

For all intents and purposes we take up now in 1952 where we left off 3% 
years ago. If we learned nothing else on this financing problem since 1948, at 
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least we now know that no one else is going to come in and solve our problems 
for us. We must put our heads together here in the Pacific Northwest as to 
the kind of a solution we want and then go after it. 


RAISING $10 BILLION 


I am assuming that the hydroelectric power investments in the Pacific North- 
West must stand on their own feet as they have in the past. However, 1 am also 
assuming that Congress will continue to treat the tloud control and navigation 
portion of multipurpose projects as nonreimbursable. 

With this as a premise let us take a look at the difficult financing problem 
which we wust face in the future after we run out of the lower cost hydro sites, 

The electric utility industry requires considerable investment funds as com- 
pared to most businesses. On a $1 investment a grocery store will have an 
annual business volume or gross revenue of $5 to $8 whereas the electric industry 
as a whole receives only 24 cents. The private companies in 1951 had roughly 
$5 billion in revenues on $21 billion investment and they had about 250,000 em- 
ployees. Thus the investment per employee is around $80,000. As a general rule 
we can say that electric utilities must pay more for interest on bonds and divi- 
dends on common and preferred stock than they pay out in wages and salaries 
to operate the utilities. 

These uational average figures, however, are merely a point of reference for 
the much more stringent requirements of our financing problem in the Pacific 
Northwest. In the first place we use hydro instead of steam, and that means 
we must invest at least 2 times as much money per kilowatt of generating ca- 
pacity as would be required for a steam plant. We save by not having to buy 
oil or coal, but to a great extent we have to make up for this privilege by putting 
up more initial investment. 

Secondly, in addition to the higher investment needed in hydro as compared 
to steam, we must recognize that in general we have already harnessed the 
region’s cheapest hydro. As a very rough approximation we can say that we 
are now building the dams which cost about $200 per kilowatt. Perhaps by 1960 
the average cost will be $300. Probably by 1970 the average investment will be 
$500 per kilowatt. These rising investment costs per kilowatt will increasingly 
put the spotlight on the cost of money. Obviously a 6 percent rate of return 
cannot be earned on power where the investment is $500 per kilowatt since then 
the cost of money alone would be $30 per kilowatt-year. Even at 2 percent 
interest the cost will be $10 per kilowatt-year. 

A third element which makes for higher investment in the Northwest than the 
national average is the necessity for transmission facilities to transport the 
power from the remote mountain canyons to the load centers. Most steam plants 
in big cities require no transmission investment because they feed directly into 
the distribution lines. But the Bonneville Power Administration has invested 
an average of $85 in transmission facilities per kilowatt of installed capacity. 

A fourth element in the Pacific Northwest is the fact that the plant factor of 
future hydro projects will be less. Today the Federal generators produce power 
70 percent of the time. Italy has one hydro plant which operates only 10 percent 
of the time. TVA is already shifting its base load to steam plants and is using 
the hydro system more and more for peaking purposes. Today the minimum flow 
of the Columbia is about 20 percent of the annual mean flow. According to Ben 
Torpen of the Corps of Engineers when we reach 30 million acre-feet of head- 
waters storage we will realize about two-thirds of the estimated potential firm 
power of the Columbia and will raise the minimum flow from 20 percent to 65 
or 70 percent of the mean flow. Thus the future investment will emphasize up- 
stream storage reservoirs which will generate relatively little power at the dam. 
As at Hungry Horse Dam the generators will generally be idle or lightly loaded 
in summer. Long after the region has adequate upstream storage for flood- 
control purposes it will be necesary to build more storage reservoirs in order 
to store summer water for winter power generation. The effect of this storage 
requirement is to reduce the plant factor and thus will increase the investment 
as compared to the energy output. 

Looking at the Bonneville Power Administration financial statements we find 
a net or depreciated power investment as of June 30, 1951, of $420 million on 
which the annual gross revenue was $36 million. Thus each dollar of net invest- 
ment produced 8% cents in revenue. This compares with 24 cents revenue for 
the average United States private utility or stated in other words, the nature 
of the Federal system out here is such that the initial investment must be three 
times as great to produce the same revenue. 
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From its $36 million gross revenue BPA last year paid $6,500,000 in interest 
which is 3 percent at Grand Coulee and 2% percent at Bonneville and on the 
transmission system. Today BPA pays out one-sixth of its revenue for in- 
terest. In 1948 it paid out over one-fifth. The present figure of one-sixth is 
probably an all-time low and we can expect a real jump soon. From now on 
an increasing percentage of BPA revenue must go for interest. 

I think these considerations of hydro cost versus steam, the rising cost of 
hydro, the transmission cost and the declining plant factor in the Northwest will 
serve to explain why utility investment in the Pacific Northwest is different from 
the national average. Utility investment is high everywhere but in the Pacific 
Northwest it is already higher and will be higher still. This forces us to rec- 
ognize that the cost of money is the governing factor in our power development 
program. This forces us to realize that a 6 percent rate of return type of invest- 
ment cannot do the job of the future. We must find and obtain really low cost 
money, and to be specific I am suggesting the need for 2 percent money. 


WHERE DOES IT GROW? 


Let us now explore the experience of various agencies in obtaining low-cost 
money. The Ontario Hydro-Electric Commission at the end of 1950 had over half 
a billion dollars of funded debt at various rates of interest from 4% percent for 
the oldest issue of 1930 to a low of 2 percent for a $10 million bond issue of 1947. 
The average appears to be 3 percent interest. An example of a large public 
but non-power-financing venture is the Port of New York Authority which at the 
end of 1950 had outstanding some $371 million in bonds which money had been 
invested in the Holland and Lincoln Tunnels and the many bridges, airports, 
and other terminal facilities in the New York City area. Unfortunately, despite 
the advantages of tax exemption, the Port of New York Authority issues its 
bonds on the basis of segregated revenues and hence the interest cost is higher 
than necessary. Thus a 1950 issue of $16 million went at 2.32 percent. Most of 
the long-term issues cost about 2 to 2% percent. An example of a more hazard- 
ous issue was:the $180 million bond issue of the Metropolitan Water District of 
Southern California which could obtain nothing less than 3.93 percent. 

The municipal bond market, which of course means that the interest is tax 
exempt, has recently fluctuated from a low of 1.72 percent in February 1951 
to a high of 2.30 percent in July 1951 and has more recently fluctuated between 
2.1 and 2.2 percent. However the West Virginia veterans bonus bonds, for in- 
stance, sold on April 25, 1952, at 1.7446 percent. I see Los Angeles sold $17 
million in revenue bonds on June 11 at 2.2882 with the last bond due in 1992. 

Looking at precedents in Federal financing we find two cases where the Fed- 
eral Government offers 2 percent money. The Rural Electrification Administra- 
tion has somewhat over $2 billion outstanding at 2 percent in uccordance with 
the Rural Electrification Administration Act. 

Another case is that of the Panama Canal Company which had an investment 
at one time of $534 million but then was forgiven $36 million of interest cost 
during construction and then a further $128 million was forgiven so that after 
depreciation and other transactions there is only $333 million of debt outstand- 
ing today and this is expected to bring in 2 percent interest into the United 
States Treasury. The Panama Canal Company financing headache is the type of 
thing that makes for skeptical Congressmen. 

Let me mention in passing one little item for those who would like to have 
an interstate compact out here with authority to create a kind of an interstate 
corporation to take over the Columbia River power system. We have the re- 
cent enactment of the Illinois-Missouri interstate compact (Public Law 743, 
8ist Cong., signed August 30, 1950) creating a port authority in the St. Louis- 
Hast St. Louis area but with this proviso, “any obligations issued and outstand- 
ing, including the income derived therefrom * * * shall be subject to the tax 
laws of the United States.” Thus it would appear that the tax exemption privi- 
lege enjoyed by the Port of New York Authority is not to be granted under any 
future interstate compacts. 

Another interesting financing operation is that of Electric Energy, Inc., which 
was formed by five private electric companies (Union Electric, Illinois Power 
Co., Central Illinois Public Service Co., Kentucky Utilities Co., and Middle 
South Utilities) for the purpose of building a 650,000 kilowatt steam plant at 
Joppa, Ill., for furnishing power to the Atomic Energy Commission installation 
near Paducah, Ky. It is interesting to note that 95 percent of the $100 million 
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cost was issued in the form of bonds which were purchased by insurance 
companies at about 3 percent interest and only some $3,500,000 of equity money 
had to be put up by the private utilities. Of course, in this case the financing 
operation was characterized by a considerable degree of Federal Government 
guaranty since the whole operation is premised on a long-term power contract 
from the Atomic Energy Commission. I understand there is another case com- 
ing up where 15 private utilities will build a similar steam plant costing $400 
million in the Ohio Valley to serve an AEC load. 

I should mention the Tennessee Valley Authority as an example of another 
financing approach, known as the “equity financing’ method. For all intents 
and purposes TVA pays no interest. The net income of TVA is considered a 
return on investment much like a common stock dividend. I do not happen to 
like the TVA approach. I think it is better to pay a fixed rate of interest and 
then revise the power rates every 5 years so as to insure that the program op- 
erates on a Strictly self-liquidating basis. I think our Northwest method is 
more precise, it is easier for the public and Congress to understand and it is 
more nearly comparable to corporation practice. 

Let me conclude this review by mentioning the Monthly Treasury Bulletin 
which provides a handy graph showing the average yields of long-term Treasury 
bonds as well as a composite of six gilt-edge corporate bonds, which incidentally 
are all either electric or telephone company bonds. It is interesting to note 
that the best corporate bonds cost only about three-tenths percent more interest 
than do the long term Treasury bonds. However, this is an extreme statement 
of the situation. The corporate bonds are protected by 50 percent of equity 
financing. Also quite a case can be made to explain that the interest rate on 
United States Treasury bonds is artificially high today. In my opinion the 
cumulative effect of artificial stimulous to private investment in defense plants 
such as the effect of the tax amortization certificates is to depreciate Federal 
bonds such that the present going interest rate is about 2% percent as against a 
more natural rate of 2 percent, such as prevailed in 1946. I think Federal 
money will cost about 2 percent when the present defense effort tapers off. 


AIKEN AMENDMENT 


So far I have discussed the critical role of low cost money and secondly the 
degree of success of other organizations in obtaining low cost money. Let us 
now take a look at the Aiken amendment. 

As you know the United States Senate is debating Senate Joint Resolution 27 
which would approve joint construction of the St. Lawrence power and seaway 
project by the United States and Canada. 

Senator George Aiken of Vermont on February 25, 1952, introduced an amend- 
ment to this St. Lawrence resolution. It is interesting to note that the cospon- 
sors of the amendment included Wiley, Lehman, Douglas, Ferguson, Moody, 
Thye, Taft, Kefauver, and Hickenlooper. 

This amendment provides for the creation of the St. Lawrence Development 
Corporation which shall build the project and issue bonds which are to be paid 
off in 50 years out of navigation tolls and power revenues. The Federal Gov- 
ernment shall guarantee the bonds as to principal and interest. The Corpora- 
tion shall be tax exempt. The President shall appoint the three directors who 
shall have 6-year terms and $15,000 salaries. Maximum authorized debt limit 
is $485 million. The Corporation shall issue its bonds but these may not be 
purchased by the United States. Maximum authorized rate of interest is 3 

recent. 
ee The Senate began debate on the St. Lawrence resolution on June 12. I think 
both the resolution and the Aiken amendment have about a 50 percent chance of 
coming to a vote. 

Regardless of the action of Congress this year I think we should carefully 
study the Aiken amendment. Here we have a very conservative idea coming 
out of conservative New England and this idea may fit our needs in the North- 

st. 

a is surprising to note that most of the studies of the natural resource field 
such as those by the Hoover Commission and the recent Water Resources Policy 
Commission fail to go into the financing problem. They discuss the allocation 
of costs, electric rates, irrigation subsidies and similar questions, but there is 
uniformly, so far as I have been able to detect, a general neglect to point out the 
imperative necessity for the lowest possible rate of interest. 

It is axiomatic that the lower the interest rate, the further can we go toward 
full development of our potential hydroelectric power resources. 
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CONCLUSION 


Now by way of summary I think we should go after the lowest possible cost 
of money, preferably 2-percent money. I don’t think the answer lies in an 
interstate compact or a private utility approach because the cost of money will 
not be low enough. 

One of the specific immediate objectives to which we can subscribe is to do 
away with the unreasonable 3 percent interest rate at Grand Coulee or at any 
other Bureau of Reclamation project. It is unfortunate that the Bureau has 
developed a vested interest in high interest rates just because the interest com- 
ponent on power investment may be covered into the reclamation revolving fund. 
I think we should try to get Congress to get this 3-percent interest rate down at 
least to 2% percent. 

Of course, this job may be so difficult that we might just as well go for our 
broader objective of asking that power investment bear a rate of interest which 
is the average of the interest rate which the United States Treasury must pay. 
This might be a 5-year average which would be adjusted periodically just as 
BPA wholesale rates are altered every 5 years. 

A simpler approach is to go after a straight interest rate of 2 percent such 
as is used by REA and the Panama Canal Corporation. 

And finally we have the very interesting approach indicated by the Aiken 
amendment which provides not only low cost financing but also considerable 
financial and management leeway on scheduling and a corporate framework 
which will permit the most businesslike attack on our power program. In 
other words the Aiken amendment points the way toward a method whereby 
once Congress authorizes a dam, the construction can start in accordance with 
power needs, and secondly the Aiken amendment indicates a low interest rate. 

Let me close by recommending that the Bonneville Regional Advisory Council 
appoint a committee on project financing which should review this subject with 
a view to the preparation of an amendment to the Bonneville Project Act which 
ean be placed before Congress in January 1953. Coming from this Council I 
believe such an amendment would receive good consideration. 


Exursir 8 


BONNEVILLE REGIONAL ADVISORY COUNCIL, 
Portland, Oreg., October 30, 1952. 
To: Mr. Roger Oscarson, chairman, research committee, Bonneville Regional 
Advisory Council. 
From: Roland Miller, chairman, subocmmittee on finances. 
Subject: Report No. 1. 


I, BACKGROUND AND FORMATION OF THE COMMITTEE 


The Bonneville Regional Advisory Council at its June meeting in Spokane 
created the research committee. The research committee had its organization 
meeting in Seattle on August 15 and upon motion by Professor McKinley, seconded 
by Cliff Erdahl, there was created a subcommittee on finances consisting of 
Mr. Roland Miller and Mr. Gus Norwood. This subcommittee was charged with 
the task of preparing a summary of the recent proposals pertinent to the financ- 
ing of Northwest power projects and of making this summary available to the 
members of the research committee at the earliest possible moment. 

The first meeting of the finance subcommittee was held on August 15 and 
resulted in the preparation of— 

(1) A list of objectives, chief of which was the requirement that the financing 
plan should be adequate to insure that electric generation comes in ahead of 
power loads. 

(2) A list of problems, including the major problem presented by the fact 
that 23 percent of the Corps of Engineers’ budget for the past year was for the 
Pacific Northwest which has only 3 percent of the national population. 

(3) A list of various financing methods. 

(4) A list of previous proposals for reorganizing the Federal power program. 

During the month of September the problems on which the finance subcom- 
mittee was working were discussed at the four meetings of the Bonneville 
Regional Advisory Council in Eugene, Seattle, Spokane, and Walla Walla and it 
was the consensus of these meetings that: 
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(1) The finance subcommittee be urged to speed up its work and aim at the 
preparation of its first report prior to January 1, 1953. 

(2) The finance subcommittee include in its study such organizational and 
administrative changes as may be necessary incident to an improved method 
of financing, and 

(3) The finance subcommittee be expanded to include Mr. Harold Shefelman, 
of Seattle, and a representative of a private utility. 

Following further correspondence, the finance subcommittee had its second 
meeting in Walla Walla on October 29 and 30, with the following in attendance: 
Chairman Miller, Mr. Norwood, research committee chairman Oscarson and 
Mr. Sinclair. Because of the press of other duties it was not possible for Mr. 
Shefelman and a private utility representative to participate and, therefore, 
this first report may not necessarily reflect their thinking. 


II. SCOPE OF THE FINANCE SUBCOMMITTEE’S ASSIGNMENT 


In addition to the extensive list of agenda which appear in the August 15 
memorandums of the finance subcommittee, your chairman suggested that the 
subcommittee also consider the subjects of : 

(1) The resale rate policy of the Bonneville Power Administration. 

(2) The problem of home rule as related to the Federal power program. 
(3) The preference and priority clause. 

(4) Proposed criteria relating to the Federal power program. 

It is believed by the subcommittee that these four subjects require some de- 
tailed study by the Council if complete unity among all interests in the region 
is to be achieved. 

Further analysis is needed of the anatomy of the “home rule” question. The 
term “home rule” obviously has different meanings to different interests. The 
subcommittee believes the Council can be of signal service by undertaking 
studies which will clear up these differences. Insofar as the Bonneville Power 
Administration is concerned, the subcommittee believes that a greater degree 
of home rule participation in Bonneville policymaking might develop through a 
strengthening of the independence and scope of the Advisory Council. 

At the October 29 meeting the preference and priority clause was discussed 
and the point was made thut possibly a distinction will develop in regard to the 
preference and priority clause as between the Pacific Northwest and the rest 
of the Nation whereby it would be valid to retain the preference and priority 
clause in the rest of the Nation where the Federal power program is in the 
nature of merely the sale of surplus electricity from Federal powerplants and 
where this supply of power is a minor element in the total supply of electric 
power for that area. In the Pacific Northwest where the Federal generation 
constitutes over 50 percent of the regional power supply, it would appear that 
the preference and priority clause should become meaningless as a broader 
concept is developed, namely, the concept of the public utility responsibility 
of the Federal power program for this area. 

The term “public utility responsibility” apparently has different meaning to 
different people. The determination of elements which make up this public- 
utility responsibility is a study which should be made as a prerequisite to 
determining the principles which shall govern the scheduling of new generation, 
and, of course, for scheduling the need for new capital funds. Thus, if one 
of the elements of the public-utility responsibility is to provide an operating 
reserve, say 5 percent above anticipated peak load for the region, then certainly 
such a reserve requirement will influence scheduling of dams and the scheduling 
of capital funds. 

It is recommended that the research committee be authorized to concentrate 
on the subject of public utility responsibility during 1953. 


Ill. THE IMMEDIATE PROBLEM OF FINANCING 


In view of the pressing nature of the financing problem, the Finance Sub- 
committee decided to confine its first report to this area. In order further 
to narrow its area of work, it adopted the premise that at this time any 
changes in legislation or organization should be in the nature of minor adjust- 
ments or perfecting amendments based on our experience for reasons explained 
below. 

In reviewing the proposals for financing the Federal power program, the 
Subcommittee gave particular attention to the following: 
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(1) Hoover Commission report, both the majority and minority views. 

(2) Report of the President’s Water Resources Policy Commission. 

(3) The various proposals for a Columbia Valley Authority. 

(4) Other proposals for a Government corporation. 

(5) The use of revenue-bond financing with the bonds to be sold in the 
private investment market. 

The subcommittee eliminated most of these proposals in accordance with the 
following reasoning: 

The Hoover Commission’s report had two basic concepts relative to this 
program. The first concept was that no new independent Federal agency, such 
as the Tennessee Valley Authority, should be created to report directly to the 
President. The subcommittee concurred in this view of the Hoover Commission 
and feels that from an organizational standpoint the various agencies in the 
Federal power program should, for administrative purposes, be responsible to 
a Cabinet officer. 

The second concept which the Hoover Commission presented was that the 
Corps of Engineers (civil functions only) and the Bureau of Reclamation should 
be consolidated into one agency. Because this was contemplated by the Com- 
mission as a nationwide consolidation, and because this is the most contro- 
versial proposal in the entire report of the Hoover Commission, it was decided 
by the Finance Subcommittee to sidestep that approach as impractical of im- 
mediate attainment. In any case, the consolidation of the Corps of Engineers 
and the Bureau of Reclamation is an attempt to solve an organizational problem 
and does not have an appreciable bearing on the immediate financing problem 
which is the chief question facing this subcommittee. 

It was the belief of the subcommittee that regardless of the possible merit 
of these or other ideas for a fundamental revision of the handling of water re- 
sources, there is no likelihood of any prompt resolution of the issues involved. 
It appeared obvious that a long period of public education, study, and debate 
will be essential before public opinion is evolved to a point where general agree- 
ment can be obtained on any radical changes in organization and structure. 
The committee’s conclusion was that because of the immediacy of the power 
shortage and the urgency of finding a solution to the underlying problem of 
finances, action on this portion of the study should not be forced to wait while 
the more fundamental] issues are considered. 

After careful study of the Government Corporation Control Act, the subcom- 
mittee decided not to recommend that the Bonneville Power Administration 
should be reorganized as a Federal corporation with a formal Federal corporation 
charter. The same benefits could be achieved and at much less effort if certain 
attributes of the Government Corporation Control Act of 1945 were made ap- 
plicable to the Bonneville Power Administration. 

In regard to the proposition of issuing revenue bonds for sale in the private 
investment market, the subcommittee felt that there exist at least three impedi- 
ments. First, it is recognized that the language of the Hoover Commission on 
this subject was quite favorable to a private bond approach and placed a high 
hope that such bond financing would provide to the Congress an additional check 
and balance by the investment banker on the feasibility of the project. In other 
words, the private investment banker would not bid or buy bonds if he felt the 
project would not be financially sound. The problem suggested by this thinking 
of the Hoover Commission, however, is not one which is faced immediately in 
the Northwest. The power projects in this region, at least for the foreseeable 
10 or 20 years, are of unquestioned feasibility and our emphasis in seeking for 
better methods of finance is one of achieving the lowest possible rate of interest. 
It is believed by your Finance Subcommittee that the private bond market may 
not provide a sufficiently low rate of interest. 

A second objection to the private bond market approach is the fact that the 
United States Treasury Department has repeatedly indicated opposition to that 
approach. Moreover, the issuing of private bonds is contrary to the present 
congressional policy which prevents Federal agencies from issuing bonds in 
the private investment market. This policy was established in the Government 
Corporation Control Act of 1945 and is based on recommendations of the Comp- 
troller General as well as on hearings held before the Senate Finance Committee 
which disclosed real or apparent abuses of this approach, It is to be noted that 
even in the case of the Federal Public Housing Administration, bonds for which 
are sold in the private bond market, the Congress does not guarantee the principal 
on the bonds but merely assures that the interest thereon will be paid. Thus, 
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under the existing congressional policy, the closest we could come to a revenue 
bond for issue in the private investment market would be to obtain congressional 
guaranty of the interest, which might be very difficult. 

A third objection to the private bond finance approach at this time is the 
suggestion or indication by certain banking interest that the present Federal 
investment in the power facilities in the Pacific Northwest would have to be 
subordinated to any future bonds which might be issued. Such action by Con- 
gress is not likely. 

Despite these problems, however, it is the opinion of the subcommittee that any 
legislation should leave open the avenue to private bond market financing at a 
future date when conditions might warrant use of this medium. 

The subcommittee in setting up criteria by which to evaluate the various 
financing proposals also found it necessary to consider the need for any pro- 
posal to be consistent with existing national policies of the Congress and yet 
to recognize the peculiar needs and opportunities of the Pacific Northwest. It ' 
is felt that our objective is to provide a financing plan which will get the gener- : 
ators on the line ahead of load, which will provide the most economical method i 
of construction and which withal will assure adequate congressional control. 





| 


IV. RECOMMENDATIONS 


A. The subcommittee recommends that the Bonneville Power Administration 
be authorized to issue revenue bonds. Even if these bonds and certificates 
might not be sold in the private investment market, a number of important 
purposes would be served by the utilization of the revenue bond approach. The 
depositing of such bonds by Bonneville Power Administration with the Secre- 
tary of the Treasury would serve as evidence of liability with respect both to i 
interest on such bonds and to the eventual amortization of the principal. It 
would be a more specific, tangible, and concrete way of expressing the self- 
liquidating nature of the Northwest power program. These bonds would also 
serve as collateral as used in the banking business. Such bonds could be issued 
only after specific authorization of projects by the Congress. 

Because these bonds would be deposited with the United States Treasurer as 
collateral, it is believed that that portion of the national debt which is in- 
curred for the purpose of financing the power program in the Northwest should 
not be considered to be a part of the net national debt. For bookkeeping pur- 
poses, perhaps, it might be considered part of the gross national debt. 

The subcommittee further feels that the revenue bond approach provides 

the vehicle for solving one of the major problems of the Northwest program. 
In addition to the issuing of such bonds by the Bonneville Power Administra- 
tion for its own capital requirements, it would appear to be very desirable that 
the capital requirements of the Bureau of Reclamation and the Corps of Engi- 
neers in power projects likewise be provided through the revenue bond issuing 
authority of the Bonneville Power Administration. This approach would ap- 
pear to be particularly proper when it is considered that the power investment 
in the Bureau of Reclamation and the Corps of Engineers’ projects in the Pacific 
Northwest must be repaid by the Bonneville Power Administration. 

Even more important is the fact that the Bonneville Power Administration 
could issue these bonds at the rate which would insure the scheduling of dam 
construction in accordance with the anticipated power requirement. 

B. The subcommittee recommends that the interest rate upon such bonds 
should be the going rate of interest for Federal obligations. It is considered 
particularly unfair that power investment should be required to pay 3 percent 
interest, as is true in some cases. One possible method of doing this would be to 
set the rate of interest for each 5-year period on the basis of the average ex- 
perience for the previous 5 years. This would insure easy computation of the in- 
terest obligations. 

C. The subcommittee recommends that the Federal Power Commission retain 
its present role as a congressional watchdog, to insure that allocations of project 
costs as between reimbursable and nonreimbursable purposes be fair and in ac- 
cordance wtih congressional policy and to insure by its quintennial rate review 
that the rates for wholesale power sales are adequate and in accordance with 
congressional requirements. 

D. The subcommittee recommends that certain provisions of the Government 
Corporation Control Act and other attributes of a corporation be made applicable 
to the Bonneville Power Administration. 
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(1) Business-type audit by the General Accounting Office: This is actually now 
being done and our suggestion that this item be included here is merely by way 
of emphasis and to further distinguish the operation of the Bonneville Power 
Administration from the nonproprietary type of Federal agency. 

(2) Business-type budget: This involves principally the concept that the 
Bonneville Power Administration’s budget should distinguish between operating 
funds and capital funds. This would enable the Administration to prepare 
and obtain tentative congressional approval for a longer range capital budget 
than is permitted by the present 1-year appropriations process. 

A major advantage for making certain provisions of the Government Corpora- 
tion Control Act applicable to Bonneville Power Administration is that it may be 
possible to transfer the jurisdiction over the budget of Bonneville Power Ad- 
ministration to the Appropriations Subcommittees on Government Corporations. 
This subcommittee recognizes the division between a capital budget and an oper- 
ating budget and in fact is the only subcommittee which regularly uses this 
approach. 

(3) Use of revenues: It is felt desirable that the Bonneville Power Administra- 
tion should have the same’ access to its own revenues and ability to use these 
revenues for operation and maintenance processes as is now accorded to other 
Federal corporations. 

Inherent in the above-listed recommendations are five basic safeguards which 
we think will be an adequate assurance to Congress of the workability of these 
recommendations. 

First, the General Accounting Office as the watchdog of Congress will provide 
an annual business-type audit. 

Second, the Bonneville Power Administration will be required to submit a 
proposed budget on September 15 of each year in accordance with requirements 
of the Government Corporation Control Act and this budget must be reviewed 
by the Bureau of the Budget as well as by the Appropriations Subcommittees on 
Government Corporations. This review will include the ensuing year’s operating 
budget, the ensuing year’s capital requirements, and the proposed capital re- 
quirements over a longer period of years, including the proposed issuing of rev- 
enue bonds by the Bonneville Power Administration for depositing with the 
Secretary of the Treasury for the combined investment needs of the Bonneville 
Power Administration, Bureau of Reclamation and the Corps of Engineers for 
the construction of Northwest power projects. 

Third, the Federal Power Commission will insure proper allocation of project 
costs, and the review of wholesale power rates will serve the same purposes as 
is served by an independent consulting engineering firm’s review of an electric 
utility in accordance with the bond covenant such as would be provided if bonds 
were sold in the private investment market. Here again the Federal Power 
Commission would serve as the watchdog of Congress. 

Fourth, the Secretary of the Treasury would insure that the proper interest 
rate would be paid. 

Fifth, Congress will exercise positive control through authorization of projects 
in the original instance. 

The subcommittee believes that one of the most significant advantages of the 
approach indicated in the above recommendations would be the substantial 
economies which would be made possible, in the letting and scheduling of con- 
tracts and in the coordinating of installation of generators and transmission lines, 
due to the fact that the funds for these purposes would be available at the 
start of construction to do the entire job. The economies inherent in such orderly 
scheduling and procedure are estimated at from 10 to 15 percent of the total 
amount of Federal investment in this program. 


ExuHIsiT 9 


BONNEVILLE REGIONAL ADVISORY COUNCIL, 
Portland, Oreg., November 6, 1952. 

To: Members Research Committee. 
From : Eldridge W. Sinclair, Executive Secretary. 
Subject : Public utility responsibility. 

In connection with the Hells Canyon hearings Congressman Frank T. Bow of 
Ohio submitted certain questions to the Secretary of Interior. Several of these 
questions related to whether the Federal Government had assumed a public 
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utility responsibility in the Pacific Northwest. The Secretary of Interior reply 
of May 23, 1952, to questions 16, 16A and 17 are as follows: 

Question 16. Is it the view of the Department of the Interior that the Federal 
Government has assumed responsibility for the supply of any needs for power 
on the part of the public in the Columbia River Basin? 

. Answer. Yes; subject to at least the following two very important reserva- 
ons: 

First, the Federal Government has not assumed any responsibility for the 
retail distribution of electricity. The Government does not now sell Columbia 
River power at retail—e. g., to individual householders, farmers, and commer- 
cial and small industrial establishments. Its customers include only purchasers 
of power in wholesale quantities—i. e., publicly and privately owned distributing 
utilities, large Government defense installations, and aluminum and other electro- 
metallurgical and electrochemical industries which consume such large amounts 
of power that the price of the power is an important factor in determining 
whether the industry can otherwise exist at all on the scale made possible 
through the availability of low-cost hydro. We know of no responsible Govern- 
ment official who has suggested that the business of distributing electricity at 
retail is an appropriate function of the Federal Government. 

Second, the existence of such a responsibility on the part of the Federal Gov- 
ernment does not in any sense eliminate the subsisting public utility respon- 
sibility which the non-Federal electric utilities in the Pacfic Northwest owe to 
their public. These utilities have full responsibility for retail distribution of 
electric energy as well as a portion of the responsibility for meeting the basic 
power supply needs of the region. 

The Government should, to the extent consistent with the fulfillment of its 
responsibility to the region as a whole, facilitate the non-Federal utilities’ dis- 
charge of their responsibility. In applying this principle, however, two points 
should be kept in mind; (1) The Government has the responsibility for functions 
other than supplying electric energy and it should exercise its power so as to 
insure and promote the fullest economic use of the water resources of the region, 
and (2) the Government’s responsibilities are to the entire region served by the 
river system, not just to a small segment of that region. 

Subject to these reservations, it is the view of the Department that discharge 
of the utility responsibility assumed by the Government in the Pacific Northwest 
requires it to make power available in amounts needed for orderly development 
of the region’s resources and maintenance of its economic stability at a reason- 
able rate of growth. It is further the view of the Department that such power 
must be made available at the load centers of distributing utilities in such 
amounts and on such basis as will continue to assure communities a freedom of 
choice in determining what instrumentalities, organized under their own State 
laws, will be used to distribute this Federal power. 

Question 16A. If the Department is of that view, upon that statute or 
statutes does it base its view? 

Answer. The Congress, by statutes cited below, has authorized and directed 
the Department to enter into contracts for the disposition of power from Federal 
projects. Pursuant to these contracts, the Federal Government has assumed a 
legally enforceable obligation to supply certain needs for power. The extent 
of this obligation, which is the subject of contract, however, is not the limit 
of the responsibility that has been assumed by the United States in the Pacific 
Northwest, as stated in the answer to question 16. 

While there is, strictly speaking, no legally enforceable obligation on the part 
of the United States to meet its full responsibility, the responsibility, neverthe- 
less, exists as a consequence of the Federal Government’s course of action— 
legislative and administrative—over a period of years in discharging powers and 
duties which are plainly within its constitutional prerogatives. 

Admittedly it is inconceivable under our constitutional system that any enforce- 
able right against the Government or public officials requiring the discharge of 
the broad public responsibility that has been assumed by the United States can 
result without appropriate legislative action, which is necessary in any event to 
define the terms under which the right may be enforced by the persons to whom 
the responsibility is owed. It is, in fact, doubtful that such legislation would 
be enacted. Therefore, the situation of the Government in that regard is not 
strictly analogous to that of a private instrumentality performing public-utility 
functions which can be compelled by the judicial process to render service to the 
entire public. Nevertheless, the moral responsibility to maintain and extend 
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services may persist in cases where the Government has, through congressionally 
authorized developments, undertaken to meet the public’s demand for essential 
services not otherwise obtainable on any reasonable basis. Recognition of such 
responsibility is found in the debate concerning authorization of TVA steam 
plants. It is found in various other enabling acts of similar nature, in appro- 
priation acts which give practical effect to such recognition, and—very rarely— 
in explicit statutory recognition of the responsibility. 

The Federal Government’s utility responsibility has been long recognized by 
the public in the Northwest. In 1948 most of the major publicly and privately 
owned electric utilities met in Tacoma, Wash., and drafted a stutement which 
they each signed. In this statement these utilities declared : 

“* * * the immediate foreseeable power needs of the Pacific Northwest can 
be met only if the Federal Government likewise recognizes its public-utility 
status and responsibilities as a major supplier of electricity at wholesale in the 
region.” 

As suggested above, the mere failure of the legislative body to provide ex- 
pressly for the assumption of a public utility responsibility does not necessarily 
negate the existence of such responsibility. This responsibility exists in fact 
as a consequence of the Federal Government's activities in carrying out the 
provisions of a number of legislative enactments. These enactments include 
the River and Harbor Act of 1899 (secs. 9 to 20, 30 Stat. 1121, 1151) ; Federal 
Power Act (41 Stat. 1063), as amended; Bonneville Project Act (50 Stat. 731), 
as amended; Reclamation Project Act of 1989 (53 Stat. 1187) ; Hungry Horse 
Act (58 Stat. 270); Flood Control Act 1944 (sec. 5, 68 Stat. 887); a number 
of river and harbor and flood control acts and acts authorizing specific reclama- 
tion projects beginning wtih the river and harbor act of 1935; and, of course, 
the various appropriation acts which have given practical content to these vari- 
ous enabling statutes. 

The first two of these acts together direct the Federal Government to super- 
vise and control the overall development of the navigable river systems of the 
Nation, including the Columbia River system. Under these acts, the Govern- 
ment, in carrying out its responsibilities with respect to the regulation of com- 
merce, may determine that the maximum and the most beneficial development 
of a river system can be attained through the construction of large and expen- 
sive multiple-purpose projects which are beyond the capabilities of private or 
local public authorities. This in turn may preclude relatively small single- 
purpose power projects which are more likely to be within the limited capa- 
bilities of private or local public enterprise where, as indeed is the case with 
the single-purpose dams proposed by the Idaho Power Co. in the Hells Canyon 
Reservoir area, such limited developments would not be compatible with the 
far more beneficial comprehensive development which the Federal Government 
may undertake in furtherance of its constitutional responsibilities. 

In the case of power as well as other river development, as is pointed out 
in somewhat greater detail in the answer to a later question, these responsi- 
bilities may include those relating to the regulation of commerce, the raising and 
supporting of armies, the provision and maintenance of a navy, the arming of 
the militia, the premotion of nationai defense and the general welfare, the prepa- 
ration for and th. waging of war, and the management of Federal property. 
Indeed, the nature aul extent of the practical benefits which in fact have been 
derived by the general :ablic and the Federal Government, in the case of Colum- 
bia River development alone, demonstrate the degree to which each development 
has furthered all these constitutional purposes—including even those which 
were not relied upon in enacting the legislation under which all this has been 
accomplished. 

The foregoing discussion does not necessarily mean the exclusion of non- 
Federal participation in the development of a drainage basin in which there 
are substantial Federal developments. On the contrary, such non-Federal par- 
ticipation should be encouraged to the extent that it contributes to—rather than 
—— from—the system of comprehensive development which best serves 
the public. 

Tt is particularly important that such participation should oceur in the plan- 
ning and other steps which lead to determination of the program of develop- 
ment which will be followed, and present practices should be perfected with 
this end in mind. And beyond the planning stage there is a broad area. in any 
given drainage basin plan. in which non-Federal interests should and will actually 
undertake the construction and operation of various facilities which are con- 
sistent with a comprehensive basin plan as that plan evolves. 
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The remaining statutes as cited above authorize and direct the construction of 
dams and power facilities, as well as establishment of suitable marketing ar- 
rangements. As a result of action undertaken by the Congress and the executive 
branch pursuant to these statutes, the Federal projects in the Pacific Northwest ' 
now produce 59.6 percent of all the power generated by all utilities in the area, 
and this Federal power is generated and marketed so efficiently that, by a sub- 
stantial margin, it is the lowest cost power generated in either the region or the 
Nation at large on any comparable scale. 

In reliance upon the provisions of these statutes, the people of the region have 
created many public agencies and cooperatives which, in turn, have so scheduled 
their operations as to be dependent largely upon the Federal Government for 
their power supply. In addition to this, the private utilities rely upon the Gov- : 
ernment for a considerable portion of their total power supply and have sched- 
uled their operations and sales accordingly. The Bonneville Power Adminis- 
trator has entered into long-term contracts in accordance with law with these 
public and private agencies, under which the Government agrees to furnish them 
power. Millions of people are thus dependent upon the continued availability of 
such power on a basis which will meet the needs of a vigorous and expanding 
economy. 

It is a consequence of all these laws—all of which are designed to secure the 
most widespread public benefit from public resources through a reasonable exer- 
cise of constitutional powers—that the Government has assumed what may prop- 
erly be regarded as a public utility responsibility. 

Question 17. Further, if the Department is of that view, on what clause or 
clauses of the Constitution does the Department rely for support of the assump- 
tions by the Federal Government of such responsibility? 

Answer. The Department relies upon the following clauses of the Constitution : 

In article I, section 8, the clauses giving Congress power (1) to provide for 
the common defense and the general welfare of the United States, (2) to 
regulate commerce with foreign nations, and among the several States, and 
with the Indian tribes, (3) to declare war * * *, (4) to raise and support 
armies * * *, (5) to provide and maintain a Navy, (6) to provide for * * * 
arming * * * the militia, (7) to make all laws which shall be necessary and 
proper for carrying into execution the foregoing powers and all other powers 
vested by this Constitution in the Government of the United States, or in any 
department or office thereof ; 

In article IV, section 3, the clause giving Congress the power to dispose of and 
make all needful rules and regulations respecting the territory or other property 
of the United States. 

In addition to the above, there may well be situations in which the treaty 
power of article II, section 2 (together with the “all laws necessary and proper” 
clause of art. I, sec. 8) would confer authority for assumption of the respon- 
sibility of supplying some of the power needs of the region. The Columbia River 
is an international river: the United States has entered into treaty with Canada 
with respect to these waters and may enter into further treaties; and legislation 
to implement such treaties might well deal with power supply problems. 








Exnursir 10 


BONNEVILLE REGIONAL ADVISORY COUNCIL, 
Portland, Oreg., December 5, 1952. 


To: Bonneville Regional Advisory Council. 
From: Maurice W. Lee, chairman, research committee. 
Subject: Report on financing plans. 
Members of the Advisory Council will need little reminding of the critical 
power situation in the Pacific Northwest. The Council has, for some time, been 
deeply concerned over the disparity between generating capacity and demand for 
power and at its Spokane meeting last June instructed the research committee 
to undertake a study of methods of financing Northwest power projects. 
Examination of the minutes of the June meeting of the Council makes evident 
the general belief that a program for financing new generation must be found, 
not within a few years but, at the earliest possible moment. Members of the 
Council clearly foresaw the mounting crisis. The dearth of precipitation over 7 
the region this fall has brought the matter abruptly before the public at large. 
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Members of the research committee, in an effort to accelerate thinking on these 
problems, have devoted a great many hours and days of concentrated study and 
effort to the evaluation of various alternative financing programs and the prepa- 
ration of the recommendations which are now submitted for your consideration. 
Before undertaking the study of these recommendations members of the Council 
should understand the limitations which the research committee felt must be 
imposed npon its work. 

The attack upon the power problem was regarded as coming in three phases: 

Phase I. Emergency action, 1952-53. i 
Phase II. Interim action. | 
) 


ERE ET 
eee 


Phase III. Long-range development. ih) 
Phase I.—The emergency action which is already underway during the critical 
winter and spring months of 1952-53 will consist largely of a series of improvis- 


ART 


! 
ing steps designed to stretch an inadequate kilowatt supply over a necessarily 
curtailed demand. Normally submarginal sources of generation will be pressed ql 
into service. Curtailment orders, brownouts and voluntary programs of i 
reduced use will be the order of the day. | 

But these are emergency, stopgap moves, beyond the province of this report. WW 
They do not contribute to the basic problem, the problem of assuring that, for i 
the future, necessary generating capacity will always come in ahead of loads so at 
that the Nation will not again be confronted by a serious Northwest power 
emergency such as that which now exists. 

Phase 1{1.—The long-range development of our power resources involves hard 
questions embracing the whole panorama of water resource use, Federal-State 
relations, preference and priority determinations and other equally difficult mat- 
: ters of which the Council is aware. 

Because these questions are difficult, because they involve some measure of 
disagreement their proper solution will not, and should not, be a matter for 
quick snap judgment. And still the acute demand-supply relation makes it in- 
escapably apparent that interim action must be taken to assure the appearance 
of new generation in adequate amounts at the earliest possible moment and in 
any event well before the probable time at which solutions to the management 
and other difficult organization questions will be forthcoming. It is to this in- 
terim phase that the research committee report is addressed. 

Phase II.—In the opinion of members of the research committee interim 
action must meet two requirements at least moderately well : 

(1) Interim solutions must not, in material ways, alter the existing struc- 
ture and existing relations within the region. 

(2) They must provide a good chance for significantly expanding the elec- 
tric generating capacity of the Pacific Northwest at the earliest possible 
moment. 

The revenue-bond proposal appears to meet both of these requirements since 
it does not require basic alterations of the institutions already operating. It con- 
forms to the suggestion of the Hoover Commission Task Force on Public Works. 
It offers a means toward substantial financing of new generating capacity. 

The research committee report on financing plans now follows: 
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BoNNEVILLE REGIONAL ApvisorY CoUNCIL RESEARCH COMMITTEE 


Subject: Report on financing plans. H 


PART I. SUMMARY OF RECOMMENDATIONS 


A. Use of revenue bonds to finance capital construction requirements for multi- 

purpose dams and transmission facilities in the Columbia River Basin. 

B. Operation under existing agencies and procedures, pending agreement on 
al the part of Congress and the Pacific Northwest as to possible fundamental re- 
on visions in the handling of water resource development. 
or C. Further study, on an accelerated basis, of such questions as home rule as 
ee related to the Federal power program, basic legislation under which the Bonne- 

ville Power Administration operates, and Hoover Commission recommendations 
nt for reorganization of Federal agencies handling water resource problems. 
id, Discussion: It is the opinion of the research committee that the overriding 
he problem in the Pacific Northwest today is the shortage of electric power generat- 
er ing facilities. Solution of such fundamental questions as the role of the Federal 
Government in water resource development, although of great significance, will 
require such extended debate, study and discussion as to make it undesirable 
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for the region to stand still while agreement is being reached and legislation 
drafted, considered and put into effect. During the interim period, the commit- 
tee feels strongly that the financing of the Federal Government's existing pro- 
gram of water resource development must be placed on an orderly basis, so that 
projects now under construction may be completed on schedule and additional 
needed projects started at once. 

The committee believes that by giving the Bonneville Power Administration 
authority to issue revenue bonds, to be utilized under strictly defined standards 
laid down by Congress for the construction of reimbursable power projects uu- 
thorized by Congress, confusion will be avoided as between this self-liquidating 
investment program on the one hand and the tax support appropriation requests 
of other Government agencies on the other hand. Such revenue bonds could 
be used to provide an estimated 80 percent of the capital funds needed in the 
next few years for Columbia River power and multipurpose projects. The 
committee believes, moreover, that the device of revenue bond financing is one 
which would be suitable for almost any type of organization which might later 
be set up to take over these programs, and that a transfer of assets and obliga- 
tions could be made easily at such time as any changes might be made. 

The committee has followed recommendations of the Hoover Commission 
wherever possible, although leaving the question of reorganization of the Federal 
agencies themselves open for further study. 





PART II. DETAIL OF RECOMMENDATIONS 


A. Revenue bond financing 


1. The committee recommends that the Bonneville Power Administration be 
authorized to issue revenue bonds, to cuver costs of constructing power genera- 
tion and transmission facilities us well as the costs of reimbursable power fea- 
tures of multipurpose dams in the Columbia River watershed. Such bonds 
could be issued only after specific authorization of projects by Congress and ac- 
cording to standards laid down by Congress as to repayment period, interest 
rates, security, and similar matters. 

These revenue bonds would be salable on the open bond market, or to the 
Treasurer of the United States, according to the must advantageuus rate of in- 
terest which might be availuble. Even where held by the United States Treias- 
ury, they would serve as evidence of liability with respect both to interest on the 
bonds and the eventual amortization of the principal. They would be a specific 
and tangible expression of the self-liquidating nature of the Pacific Northwest 
power program. 

2. Issuance of revenue bonds to cover capital requirements chargeable to power 
for Corps of Engineers and Bureau of Reclamation projects is cousidered con- 
sistent with existing policy inasmuch as the Bonneville Power Administration 
is alrendy charged with responsibility for repaying the power investment in 
projects built by these two ageucies in the Pacific Northwest. 

3. It is also recommended that once projects are authorized by Congress for 
construction, the Bonneville Power Administration has authority to issue neces- 
sary bonds at a rate which could insure orderly scheduling and construction 
in accordance with anticipated power requiremeuts. It is to be noted especially 
that one of the most significant advantages of this approach would be the sub- 
stantial economies which would be made possible if funds for an entire job could 
be made available at the start of construction. The economies inherent in such 
orderly procedure have been estimated at from 10 to 15 percent of the total 
amount to be invested in dams and other projects. 

4. The committee recognizes several problems involved in the issuance of 
revenue bonds for sale in the private investment market, including opposition 
on the part of the Treasury Department, existing congressional policies, and the 
possibility that interest rates might be higher on the private market. It notes 
also, however, that the Hoover Commission’s Task Force on Public Works, in 
appendix K of the Commission's reports, looked favorably upon the private bond 
approach and expressed the belief that such procedure would provide Congress 
with an additional check and balance on the feasibility of any project. In other 
words, the private investment banker would not bid upon revenue bonds if he 
felt the project were not sound financially. For this reason the committee feels 
that the avenue should be left open for sale of the revenue bonds either on the 
open market or to the United States Treasury, with the latter being essential 
as a source of funds should interest rates become too high. 
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5. The committee emphasizes the fact that the continuation of low power 
rates in the Pacific Northwest depends to a very large measure upon the main- 
tenance of a low interest rate on the power investment. It recommends, there- 
fore, that where the securities are held by the United States Treasury, the rate 
of charged interest should be the average paid by the Treasury on its obligations 
issued during the preceding 5 years. 

6. Finally, it should be noted that both private and public utilities of the 
Pacific Northwest have agreed upon estimates of future power requirements 
which indicate an extremely heavy burden of financing upon the Federal budget 
if present financing methods are continued. These estimates show a need of 
approximately $275 million in annual construction for a period of 6-10 years if 
the present power deficit is to be eliminated. It is the opinion of the committee 
that the present appropriation method of handling this construction program 
has the appearance of being a burden on the taxpayer and it is a major purpose 
of the revenue bond approach to make it crystal clear that this is a self-liquidating 
investment program. 

B. Operation 

1. The research committee recommends that, pending formulation of plans 
for possible radical changes in the structure of organization and management 
present agencies and procedures be utilized in carrying out this revenue bond 
financing approach. They would include Congress and its committees, for the 
control both of the original authorization of projects and the subsequent issuance 
of bonds therefore as well as the annual operations of the agencies; the Bonne- 
ville Power Administration, Bureau of Reclamation and Army Corps of Engi- 
neers, as constructing and operating agencies for the facilities; and the Federal 
Power Commission, as congressional watchdog to insure fair allocations of project 
costs aS between reimbursable and nonreimbursable features and to apply con- 
gressional requirements and standards to wholesale power rates through its 
regular rate review. 

2. The committee recommends that certain provisions of the Government 
Corporation Control Act be made applicable to the Bonneville Power Administra- 
tion for most satisfactory operation of the revenue bond financing idea. These 
would include a business-type audit by the General Accounting Office, as is now 
being done; the application of a business-type budget, distinguishing between 
operating funds and capital funds; and use of revenues for operation and main- 
tenance as is now done by other Federal corporations. Use of these provisions, 
it is noted, would enable the business operation of the Government’s power 
facilities to be handled on a businesslike basis and would allow the use of 
accepted business criteria in judging the soundness of the operation. 

3. The possibility of transferring jurisdiction over the budget of Bonneville 
Power Administration to the Appropriations Subcommittee on Government Cor- 
porations might be considered, in view of the fact that the administration’s opera- 
tion is essentially corporative in nature. Congressional control over all phases of 
activity would be retained by this procedure, essentially as follows: The Bonne- 
ville Power Administration would be required to submit a proposed budget on 
September 15 of each year in accordance with requirements of the Government 
Corporation Control Act. This budget would be reviewed by the Bureau of the 
Budget as well as by the Appropriations Subcommittees on Government Corpora- 
tions. Such review would include the ensuing year’s operating budget, the en- 
suing year’s capital requirements, and proposed capital requirements over a 
longer period of years, including the proposed issuance of revenue bonds for 
capital construction requirements. 

C. Reorganization studies 

1. The committee recognizes the need for greater regional participation in 
planning, operation, and policy decisions affecting the region’s water resource 
program, as well as the strong arguments for improving the efficiency of opera- 
tion under recommendations of the Hoover Commission. It has reviewed in 
considerable detail numerous proposals which have been advanced for reorgan- 
ization of the Federal administration as well as for providing varying degrees of 
“home rule.” While seeing merit in many of the ideas now under discvrsion, 
however, it believes that there is no likelihood of any prompt resolution of the 
issues involved. <A long period of public education, study, and debate is clearly 
needed before public opinion can evolve to a point of general agreement on any 
radical chanzes in organization and structure. The committee feels that be- 
‘ause of the immediacy of the power shortage and the urgency of finding a solu- 
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tion to the underlying problem of finances, action on this subject should not be 
forced to wait while the more fundamental issues are considered. It points out, 
however, that the suggested revenue bond approach can be applied to almost 
any of the possible reorganization schemes which have been proposed and that 
the step now being recommended is therefore one which is in the right direction 
no matter what is to be done at a later date. 

2. The committee recommends that study of the following subjects be accel- 
erated, with particular reference to the conditions which exist in the Pacific 
Northwest : 

(a) The Hoover Commission recommendations for consolidation of major 
water functions within a single cabinet agency. 

(b) Report of the President’s Water Resources Policy Commission. 

(c) Interstate compacts as a means of financing and operating multi- 
purpose river projects. 

(d) Regionally owned and operated power corporations, both privately 
and publicly owned. 

(e) Other proposals for regional participation in policy aspects of the 
resource development program. 

3. The committee believes that until and unless the basic management of the 
region’s hydroelectric power resource is placed in other hands, the Federal 
Government has a large share of the public utility responsibility with respect 
to wholesale power. The Government controls the major available sites for ad- 
ditional projects, making it impossible for public and private power distributors 
of the region to provide for all of the power requirements, even though the local 
agencies have undertaken a very heavy investment in power generation during 
the postwar period. One of the elements of a public utility responsibility is to 
provide an operating reserve above anticipated peak loads. 

The committee suggests that it be authorized to include this subject of public 
utility responsibility in its program of study for 1953. 

4. The committee believes that it would be desirable, in view of problems 
which have arisen in connection with current power shortages, to review the 
so-called “preference and priority” provisions and resale rate regulation features 
of Bonneville Power Administration’s existing legislation in the light of present- 
day conditions and requirements. 


PART III. LEGISLATION 


The committee recommends that the Bonneville Power Administration be re- 
quested to draft legisiation embodying the basic features of this report, for 
submission to members of the Pacific Northwest delegation, with a view to 
introduction in the next session of Congress. 


EXxuHIsitT 11 
JANUARY 16, 1953. 
Memorandum to: Mr. Eldridge Sinclair. 
From: Leon Jourolmon, Assistant General Counsel. 
Subject : Public utility responsibility. 

There is a well-defined distinction between public utility enterprises and other 
business enterprises. The essence of this distinction is a composite body of duties 
to serve the public. Every public utility has such duties, legally enforcible, 
while nonutilities are under no such compulsion. This composite body of duties 
has in some instances been given the generic name of “public utility respon- 
sibility.” 

The duties constituting public utility responsibility have been imposed upon 
public utilities by operation of law as the outgrowth of at least three, if not more, 
separate forces. These are: 

(1) The essential “public” character of the enterprise derives from powers of 
a governmental or municipal nature, since municipal governments are almost 
universally empowered by law to carry on and operate public utility enterprises, 
and to issue franchises to private business concern to operate similar enter- 
prises under regulation in the public interest. 

(2) The property of a public utility is dedicated to a public use; i. e., the public 
utility has made a public commitment to use its property to serve all members 
of the public who require its service. 

(3) In its very nature, utility service tends to become monopolistic, since even 
where the right to compete is expressly reserved, this right tends to fall into 
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disuse because of the grave inconvenience to the public occasioned by competition 
between utility concerns; as a result of which the consumer of utility service 


has no choice but to apply to a concern which has de facto if not de jure exclusive 
privilege of attaching him as a customer. 


OUTLINE OF GENERAL PRINCIPLES RELATING TO PUBLIC 
UTILITY RESPONSIBILITY 


1. A public utility has been described as a business organization which regu- 
larly supplies the public with some commodity or service, such as electricity, gas, 

yater, transportation, or telephone or telegraph service. 

2. It is an essential requirement that a business or enterprise must in some 
way be impressed with a public interest before it may become a public utility. 
Accordingly, whether the operator of a given business or enterprise is a public 
utility depends on whether or not the service it renders is of a public character 
and of public consequence and concern, a question necessarily dependent upon 
the facts of the particular case. 

3. When private property is devoted to public use in business of a public 
utility certain reciprocal rights and duties are raised by implication of law 
between the utility and the public it undertakes to serve. 

4. As a general rule, a public utility has the duty to give the public reasonable 
and adequate service at reasonable rates and minimum delay. 

5. A public utility is obligated to furnish its service or commodity to the general 
public or that part of the public it has undertaken to serve, without arbitrary 
discrimination. 

6. A public utility has no right to discontinue or abandon its service or any 
part of its property devoted to public use, except with consent of the State. 

7. Under the police power of a State, it may, within reasonable and proper 
limits, regulate and control public utilities operating within its borders. 

8. Generally speaking, every point of contact between the public and a utility 
which relates to the performance by the latter of its public duties is subject to 
regulation by the State. 

9. The State'has inherent power and authority to regulate the rates to be 
charged by a public utility for its product or service, subject always to the 
requirement that the rates so fixed shall be reasonable and just and nondiscrimi- 
natory; and the power to regulate rates may be exercised by the legislature 
itself, or by a commission to which the power has been delegated. 


THE NATURE AND CHARACTERISTICS OF A PUBLIC UTILITY 


The term “public utility” implies a public use and service to the public; and 
the principle determinative characteristic of a public utility is that of service 
to, or readiness to serve, an indefinite public or portion of the public as such, 
which has a legal right to demand and receive its services. Phoenix v. Kassum 
(53 Ariz. 470) ; Stury v. Richardson (186 Cal. 162). The term precludes the idea 
of service which is private in its nature and is not to be obtained by the public. 
The terms “public service corporation” and “quasi-public service corporation” 
are used to describe public utility corporations. 

A business affected with a public interest is not necessarily a public utility 
or public service corporation. The fact that a business is affected with a public 
interest means that it may be regulated for the public good, but does not imply 
that it is under a duty to serve the public. Public service corporations are in 
many instances given the power of eminent domain, but this is a result of the 
fact that it is a public service corporation, rather than an essential indication 
of that fact. It is not necessarily determinative, because the power is also in 
some cases given to persons or corporations which are under no duty to serve 
the public. The fact that a person or corporation furnishing services does not 
have the power of eminent domain is inconclusive upon the question of whether 
the business engaged in is a public utility. laces 

In respect to the public service or use of public utilities, the word “public 
does not mean the whole public nor does it mean all the people in a certain area 
or political subdivision. Instead, it means individuals in general without re- 
striction or selection to the extent that the capacity of a uti.ty may admit of 
such service or use. The use and enjoyment of a utility service may be local and 
limited in the territory served. The number of people actually served does not 
determine whether a person or company is a public utility. Such a person or 
company which holds himself or itself out to serve all who wish to avail them- 
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selves of the service may be a public utility even though only 1 or 2 people ac- 
tually receive service. The mere fact that service is rendered only under con- 
tract does not prevent a company from being a public utility. 


PUBLIC UTILITY FRANCHISES 


Generally, the right to carry on business of a public nature is a franchise; 
and in accordance with the rule as to franchises generally, the grant of a fran- 
chise to a public service corporation, when accepted by the grantee, constitutes 
a contract between the parties by which rights and obligations are to be de- 
termined in accordance with its terms and conditions. The grant of a fran- 
chise to a public utility company is a grant of property right in perpetuity, un- 
less limited in duration by the grant itself, or as a consequence of some limita- 
tion imposed by the general law of the State. 

A franchise to exist as a corporation and to function as a public utility cre- 
ates no right to be free of competition and affords the corporation no legal 
powers of complaint by reason of the State’s subsequently authorizing another 
to enter and operate in the same field. Tennessee Electric Power Company v. 
Tennessce Valley Authority (306 U. S. 118). A local franchise to operate a 
public utility, while having elements of property, confers no contractual or prop- 
erty rights to be free of competition either from individuals, other public utility 
corporations, or the State or municipality granting the franchise, in the absence 
of a contract precluding the grantor from initiating or permitting such competi- 
tion. 

The grantor of a public utility franchise may deprive itself of the right to 
operate a similar utility in competition with the grantee, but to have this effect 
the grant must in terms or by necessary implication bar such competition. 


OBLIGATION TO EXERCISE FRANCHISE 


In every grant of a public-utility franchise there is implied an agreement on 
the part of the grantee that it will be exercised, and that all the duties and con- 
ditions prescribed in or inferred from the grant will be performed and discharged. 
The legislature may impose a pecuniary penalty for failure to fully exercise 
such duties, and authorize proceedings in the courts to enforce them (Attorney 
General v. Haverhill Gas Light Company, 215 Mass. 394; Brownell v. Old Colony 
Ry. Co., 164 Mass. 29). 


PUBLIC-UTILITY RESPONSIBILITY—THE GENERAL DUTY TO SERVE 


The primary duty of a public utility is to serve on reasonable terms all those 
who desire the service it renders, and it may not choose to serve only a portion 
of the territory covered by its franchise which is presently profitable for it to 
serve (New York eg rel. v. McCall, 245 U. S. 345; Russell v. Sebastian, 233 U. S. 
195). Wpon the dedication of a public utility to a public use and in return for 
the grant to it of a public franchise, a public utility is under a legal obligation to 
render adequate and reasonably efficient service, impartially, without unjust 
discrimination, and at reasonable rates, to all members of the public to whom 
its public use and scope of operation extend, and who apply for such service and 
comply with the reasonable rules and regulations of the public utility (New York 
ex rel. vy. Public Service Comnvission, 269 1. S. 214; Louisville Gas Company v. 
Citizens’ Gas Light Company, 115 U. 8S. 683; Olcott v. Fond du Lac County, 18 
Wall. (U. S.) 678, 21 L. Ed. 882: North Carolina Public Service Company v. 
Southern Power Company, 282 Fed. 837). This obligation is one implied by com- 
mon law and need not be expressed by statute or contract or in the charter of 
the public utility. The fact that the franchises granted to the company do not 
expressly impose upon it the obligation to serve all persons in the locality does 
not relieve the company, nor does the fact that the person applying for the 
service is already supplied by another company. When the interests of the 
public are brought into conflict with the private interests of public-service cor- 
porations or of private individuals with whom such companies deal, such private 
interests must yield to those of the public. Accordingly, a public-service cor- 
poration cannot by contract deprive itself of or impair its power to perform its 
duty to serve the public properly (Central Transportation Company v. Pullman’s 
Palace Car Comnann, 139 U.S. 24: Gibbs v. Consolidated Gas Comnany, 180 U.S. 
396). Within this rule are contracts by public-service corporations either re- 
stricting their service to a part of the public or granting exclusive privileges such 
as would hamper them in serving the public impartially. Likewise, public-service 
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corporations cannot without legislative authority sell or lease their property 
and corporate powers and privileges and thereby disable themselves from per- 
forming their public duties (Central Transportation Company v. Pullman’s 


Palace Car Company, 139 U. S. 24; Oregon R. R. and Navigation Company v. 
Oregonian R. Company, 130 U.S8.1). 


LIABILITY FOR FAILURE OR BREACH OF DUTY TO SERVE OR SUPPLY 


A publie utility under a contract to supply a patron is liable for damages re- 
sulting from its failure to perform its contract. Moreover, if the contract is 
absolute in its terms it is immaterial so far as the company’s liability is con- 
cerned, that it was not negligent. In addition, it is generally held that the failure 
or breach of duty to supply service to one legally entitled thereto is a tort, even 
if it is also a breach of contract, for which a public utility may be held liable in 
damages for all injuries proximately resulting (Carson v. Fort Smith Light and 
Traction Company, 180 Ark, 452, 158 8. E. 129; Coy v. Indianapolis Gas Company, 
146 Ind. 655, 46 N. E.17). 

The measure of damages for injury to property as a result of failure to furnish 
gas, electricity, or water has been held in a number of cases to be the difference 
in market value of such property immediately before and immediately after the 
injury. Other elements of damage have been allowed in some cases. Thus, the 
expense of getting service from another source has been held to be recoverable. 
Loss of profits as a result of a failure of a public utility to furnish service has 
been held to be an element of damages where the profits are not remote and con- 
jectural and such profits have been held to be the estimated gross receipts during 
the period in question, less the amount actually received and the expenses which 
would have been necessary to produce such gross income. 


ENFORCEMENT OF DUTY TO RENDER SERVICE 


Where a public-utility company uses franchises and assumes the duty imposed 
by law to render a reasonably adequate service during the time its rights and 
duties may lawfully continue, such duty may be enforced by appropriate legal 
procedure when no adequate excuse for nonperformance is appropriately shown 
(Gainesville v. Gainesville Gas and Electric Power Company, 65 Fla. 404). An 
action for damages will lie for a wrongful failure to furnish services to a patron 
entitled to such services. In England and a number of States in this country, 
express statutory provision is made for the imposition of a penalty upon a public- 
service company for neglecting or refusing to furnish service to any owner or 
occupier of premises entitled to the same. If there is a contract by which a 
public-service company agrees to furnish service, specific performance will be 
granted by a court of equity on the ground that the adequacy of the remedy at law 
is doubtful. Within the limitations of the writ itself, mandamus may be available 
at the instance of one to whom a publie service has wrongfully been refused, to 
compel a public utility to furnish such service. A common use of the remedy of 
injunction against public utilties is to compel them to perform their obligations to 
the public, as for example, the obligation to furnish service or supply a com- 
modity. 

The duty imposed upon a public-service company includes the duty, when the 
proper connections have been made, and a meter furnished, of turning on the 
service when applied to for that purpose. Where there has been a negligent 
delay in acting upon an application for the service of a public utility, the utility 
will be liable on the theory of tort for such damages as proximately result there- 
from, or in the absence of affirmative negligence, may be held liable as for a 
breach of contract. 


Discrimination as to Service 


A public utility is under a legal obligation to serve the members of the public 
to whom its use extends, impartially and without unjust discrimination. Whether 
or not service accorded to different patrons of a public utility amounts to unjust 
or improper discrimination depends upon the surrounding circumstances. A 
public utility must serve alike all who are similarly circumstanced with reference 
to the system and favor cannot be extended to one which is not offered to another 
nor can a privilege given one be refused to another (People ex rel. Western Union 
v. Public Service Commission, 230 N. Y. 95). 

Discrimination may be based upon a reasonable classification, so long as like 
contemporaneous service is rendered to consumers conducting like operations 
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under like circumstances (Homestead Company v. Des Moines Electric Company, 
248 Fed. 439). ; 

A public utility may not lawfully grant exclusive rights and privileges within - 
the scope of its public duties, since such action not only violates its duty of 
impartial treatment, but also tends to monopoly and restraint of competition 
(Indian River 8. P. Company v. East Coast Transportation Company, 28 Fla. 387 ; 
Central New York Tel. & Tel. Company v. Averill, 159 N. Y. 128). 


Extension of Services 


In general, where a public utility accepts a franchise to serve the public or 
a portion thereof and undertakes to serve a community or territory and its 
inhabitants, it assumes a public duty to render service commensurate with its 
offer of providing a service system which would be reasonably adequate to meet 
the wants of the community or territory. This is a duty to meet such needs 
not only at the time of the commencement of the service, but likewise to keep 
pace with the growth of the community or territory served and gradually to 
extend its system as the reasonable wants of the community or territory may 
require (New York ez rel. v. McCall, 243 U. S. 345; A. T. and 8S. F. Ry Co. v. 
Railroad Commission, 173 Cal. 577). Accordingly a public utility at the suit of 
a consumer, may be required to extend its service to any part of the district 
wherein it has received a franchise and has undertaken to operate, if the exten- 
sion is a reasonable one, and a public-service commission may, where its action 
is not unlawful, arbitrary, or capricious, order such an extension of service for 
the inhabitants in such territory. In virtually all States having public-service- 
commission laws, statutes specifically authorize commissions to order extensions 
of electric lines in order to serve customers of the utility residing within the 
territory covered by franchise. In regard to the reasonableness of the cost which 
an extension will entail, it is not necessary that a particular extension of service 
shall be immediately profitable, or that there shall be no unprofitable extensions, 
the criterion being generally whether the proposed extension will place an un- 
reasonable burden upon the utility as a whole, or upon its existing consumers. 

In a number of cases which have arisen under war conditions there has been 
a departure from the rule that requires the utility to make reasonable extensions 
at its own expense. 

CONCLUSION 


The foregoing is a statement of the major general principles relating to respon- 
sibilities and duties of public utilities. It does not purport to be all inclusive. 

No attempt is made herein to relate these principles to the situation in which 
BPA exists. It should be pointed out that this entire field of law has developed 
in connection with retail distribution of utility service. No cases have been 
found in which the public utility concerned is a wholesaler of power. 

Accordingly, the application of these general principles to BPA requires 
analysis, and would undoubtedly result in a series of qualifications and modifi- 
cations, which will be the subject of a further memorandum. 

LEON JOUROLMON, 
Assistant General Counsel. 


EXxuHIsiT 12 
JANUARY 21, 1953. 
MEMORANDUM 
To: Eldridge W. Sinclair. 
From: Leon Jourolmon, assistant general counsel. 
Subject: Public-utility responsibility. 

My memorandum of January 16 was concerned with the responsibilities and 
duties of public utilities engaged in retail distribution. This memorandum will 
consider the aspects of utility operations at the wholesale level. 

In general, the duties and obligations of a wholesaling public utility, particu- 
larly with respect to its duty to serve (Utah Power & Light Co. v. Public Service 
Commission, 249 P. 2d 951 (Utah)) and to do so without discrimination (Salis- 
bury & 8S. R. Company v. Southern Power Company, 101 8S. E. (N. C.) 593, 12 
A. L. R. 304, 325), are the same as those outlined for a retail distributor, as out- 
lined in my earlier memorandum. 

The more difficult problem is that of determining whether or not a particular 
wholesaler of power is a public utility and therefore subject to the duties and 
responsibilities imposed on public utilities. The test is, to what extent has the 
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wholesaler held itself out or professed itself as willing to serve the public (i. e., 
in this instance the segment of the public involved consists of distributors 
and industrial concerns purchasing at wholesale). If a wholesaler has held 
itself out to serve any distributor within its territory, it is a public utility. 
If it has not professed itself, by word or conduct, as being willing to serve all 
comers generally, it is not a publie utility. The question of whether it has or 
has not held itself out to serve generally, is a question of fact and not of law. 

“Will Utah Power & Light Co. in selling power to Nephi City be performing a 
service it had not professed to give? This is a question of fact and not of law” 
(Utah Power & Light Co. v. Public Service Commission, 249 P. 2d 951). 

Similarly it has been held: 

“Public profession not only establishes public obligation, but it determines the 
extent of public duty. Just as people cannot be forced to serve unless they have 
made public profession, so they cannot be forced to serve beyond what their pro- 
fession covers. The primary question is, therefore, what their profession fairly 
covers; and this is again a question of fact rather than of law” (United Fuel Gas 
Co. v. Public Service Commission, 144 8. E. (West Va.) 723). 

The Washington Supreme Court has adopted the same rule: 

“The test to be applied is whether or not the corporation holds itself out, 
expressly or impliedly, to supply its service or product for use either by the 
public as a class or by that portion of it that can be served by the utility, or 
whether, on the contrary, it merely offers to serve only particular individuals 
of its own selection. The question of the character of a corporation is one of 
fact to be determined by the evidence disclosed by the record” (Inland Empire 
REA v. Department of Public Service, 92 P. 2d (Wn.) 258, 262). 

Because of the ever-varying fact situations and the different emphasis placed 
on similar facts, the courts and commissions have had difficulty in determining 
the status of particular wholesalers as public utilities. In some instances, whole- 
salers have been held public utilities; in others, they have been held not to have 
acquired that status. 

In a case decided less than 3 months ago, the Utah Power & Light Co. was 
held to be a public utility with respect to its wholesale operations and must 
render service to a city which offered to construct a transmission line to the 
nearest point on the company’s system. The Utah Power & Light Co. had filed 
a schedule under which it offered ‘to sell at wholesale to municipalities, govern- 
mental agencies, or publie service corporations, at high voltage, electric energy 
for wholesale to inhabitants of cities, towns, or villages. Service is available at 
any point on the [company’s] system where there are facilities of adequate 
capacity.” The company had a number of other customers receiving service 
under this schedule, and it was required to render service to applicant city in 
spite of the fact that the city had previously been obtaining power from another 
privately owned utility, which also was a customer of Utah Power & Light Co. 
(Utah Power & Light Co v. Public Service Commission, 249 P. 2d 951). 

In a leading North Carolina case, the Southern Power Co. supplied energy at 
wholesale to various cities and towns, to cotton mills and to three privately 
owned utilities, of which plaintiff was one. The Southern Power Co. refused 
to renew a contract with the plaintiff except for a minimum term of 5 years and 
at greatly increased rates substantially above those charged Southern’s other 
customers. The court rejected Southern’s argument that it was not a publie 
utility with respect to its wholesale operations. Southern originally had the 
right to confine its sales to those desiring service for direct personal consump- 
tion, and it thereby could control the number of its customers. But when it vol- 
untarily entered the field of supplying services to a purchaser for the purpose 
of resale, it must extend the same treatment to all persons and corporations who 
stand in the same position (Salisbury & S. R. Co v. Southern Power Co., 101 
S. E. (N. C.) 593, 12 A. L. R. 304, 325). 

The Colorado Public Utilities Commission had before it a petition of the city 
of Fort Collins to compel the Public Service Company of Colorado to sell energy 
to the city for resale in the city’s distribution system, which had just been 
acquired from the Public Service Co. by condemnation. While the company ap- 
parently had not filed a wholesale rate schedule, it was selling energy at whole- 
sale to 7 privately owned utilities and to 2 cities. It had never turned down 
a request for service by another utility. The Colorado Public Utilities Com- 
mission held the company owed a duty to serve wholesale customers generally 
and that it must serve the city (City of Fort Collins v. Public Service Commis- 
sion of Colorado,8 P. U. R. (N.S.) 361). 
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Another example of a wholesaler which was declared to be a public utility by 
virtue of its having rendered service under contracts with a number of other 
cities even though it had filed no formal wholesale rate schedule, is City of 
Cimmaron v. Midiand Water, Light & Ice Co, (205 Pac. (Kans.) 603). 

On the other hand, a company which had not professed to serve regularly any 
customers outside the city limits could not be enjoined from stopping temporary 
service rendered to a few houses outside the city limits (United Fuel Gas Co. 
v. Public Service Commission, 144 8. E. (W. Va.) 723). 

Oklahoma Natural Gas Co. v. Corporation Commissioner (211 Pac. (Okla.) 
401, 31 A. L. R. 330), is an example of the cases which hold that the mere serv- 
ice under contract to other cities is not by itself a sufficient profession of pub- 
lic service generally so as to compel the company to render service to another 
distribution company for resale in a city which the wholesaler had always re- 
fused to serve. 

In a somewhat similar case, a generating company selling power at the bus bar 
to 2 distribution companies and 1 manufacturing company under separate con- 
tracts was held by the Wisconsin Public Utilities Commission to be not a pub- 
lie utility. The generating company “makes no offer to serve the public which 
could be accepted by any member of the public. The disposition of its elec- 
trical energy under a contract is merely the disposition of the merchantable 
product of this plant” (Re Wisconsin River Power Company, 71 P. U. R. (N. 8.) 
91). 

The Montana commission has stated that a gas company wholesaling to a dis- 
tribution company, the Utah-Idaho Sugar Co. and the Great Northern Railway 
Co., is not a public utility and not subject to the commission’s jurisdiction (Re 
Montana-Dakota Utilities Company, 85 P. U. R. (N. 8.) 19, 22). 

An extreme case is Union Falls Power Co. v. Ocanto Falls (265 N. W. (Wis.) 
722). The plaintiff generating company sold all of its power, first, to a city 
for the city’s distribution system, and the balance to an industrial company. 
The generating company had exercised the right of eminent domain, filed reports 
with the Public Service Commission as a public utility, and had been treated 
as a utility by the State tax commission. The court held that the generating 
company was not a public utility in spite of its every action and declaration 
to the effect that it was. The basis for the decision was the court’s finding 
that the company had not held itself out to serve the public. It had no schedule 
of rates for service to the public, and the court declared a mere sale to a public 
utility did not make the seller a public utility. In this respect, compare the 
Southern Power Co. case, supra. 

In some instances, the peculiar wording of a statute has a direct bearing on 
the outcome. Thus, under a statute defining an electric light company as one 
engaged in the business of supplying electricity for light, heat, or power pur- 
poses to consumers within this State, a company selling only to two other com- 
panies who made no use of the energy other than a resale at a profit was held 
not a public utility (Southern Ohio Power Co. v. Public Utilities Commission, 
143 N. E. (Ohio) 171, 34 A. L. R. 171). 

Another somewhat peculiar result, somewhat of a hybrid nature, was reached 
by the Washington Department of Public Works. Two logging companies which 
owned a generating plant and had entered into contracts with a privately owned 
utility and with an industrial user for 75 percent of the plant’s output, were 
held not public utilities in the sense that they could be compelled to enlarge 
their plants or to construct distribution lines or render service generally to in- 
dividuals, but were held subject to the jurisdiction of the Department for the 
purpose of determining the reasonableness of the terms, conditions, and rates in 
the wholesale power contract with the utility (Department of Public Works v. 
West Coast Power Co.,5 P. U. R. (N. 8.) 204). 

An exception is found in a line of cases to the effect that a company which is 
both a wholesaler and a retailer cannot be compelled to sell at wholesale to a 
distributor for the purpose of resale at retail to customers the wholesaler is 
authorized to serve (Florida Power & Light Co. v. State, 144 So. (Fla.) 675; 
Munn v. Public Utilities Commissioners, 147 Atl. (N. J.) 735; Franco Bros. v. 
New York Edison Co., 4 P.S. C. R. 272). 

If BPA is to become a public utility in the sense discussed in the cases 
reviewed in these memorandums, it would be under a duty to render service to 
all distributors and to serve without discrimination. More importantly, that 
duty would be one which could be enforced, perhaps before a commission, but 
certainly in the courts. But how could any enforcing body, be it commission or 
court, order BPA to do something which could be beyond its power and authority? 
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BPA is dependent on the enactment of laws and the making of appropriations 
by the Congress for both authority and money to carry out its activities. As long 
as those circumstances prevail, it does not seem possible for BPA to be granted 
a public utility responsibility in the sense discussed in these memorandums. 

It should not be inferred from that conclusion that BPA does not have, or 
should not have, any responsibility with respect to the region’s power supply. 
The mere fact that it is the largest single supplier of energy in the region indi- 
eates it does have an actual and a very serious responsibility, but that respon- 
sibility is not a public utility responsibility within the meaning which the law 
has given that term. Instead, it is a responsibility defined by the congressional 
mandates embodied in the various statutes which govern the administration of 
the agency, and the contracts entered into by the agency pursuant to such 
statutory authority. 

LEON JOUROLMON, 
Assistant General Counsel. 





EXHIBIT 13 
JANUARY 22, 1953. 
Memorandum to: Mr. Eldridge W. Sinclair, assistant field operations officer. 
From: Leon Jourolmon, Assistant General Counsel. 
Subject: A series of questions relating to duties and enforcement of duties 
of BPA. 

1. Is the distribution to retailers of the power produced at the Federal proj- 
ects in the Pacific Northwest affected with a public interest? 

2. To what classes of the public, as retail distributors of electric power, is 
BPA authorized to give a commitment that it holds itself out to serve their 
full needs? 

3. To what classes of the public, as retail distributors of electric power, 
should BPA be authorized to give a commitment that it holds itself out to 
serve their full needs? 

4. Should BPA have authority to hold itself out to fulfill all the needs of public 
agency distributors of electricity for their power and energy requirements? 

5. Should BPA have authority to hold itself out to fulfill all the needs of 
private company distributors of electricity for their power and energy require- 
ments? 

6. Should BPA have authority to hold itself out to fulfill all the needs of 
heavy industries for their power and energy requirements? 

7. What agency of a judicial or quasi-judicial nature should have jurisdic- 
tion to issue an order to BPA requiring it to exercise its duty to fulfill the 
needs of public agencies, private companies, and heavy industries? 

8. What classes of the general public or that part of the public it undertakes 
to serve should BPA be required to furnish with service without arbitrary 
discrimination? 

9. What judicial or quasi-judicial body should have the power to require 
BPA to render such service without arbitrary discrimination ? 

10. What judicial or quasi-judicial body should have the power to regulate 
BPA’s rates? 

11. What, if any, portion of BPA’s distribution of wholesale electricity should 
remain a private activity, use, or service, as distinguished from a public activity, 
use, or service? 

12. Should BPA have authority to serve the public generally, i. e., all needs 
for electricity, including those of domestic, rural, commercial, and small industrial 
consumers? 

13. What judicial or quasi-judicial body should have jurisdiction to issue an 
order to BPA requiring it to exercise its duty to fulfill the needs of the public 
generally? 

14. Should BPA be given the power of eminent domain to acquire transmission 
facilities of other agencies in the Pacific Northwest? 

15. Should BPA be given the power of eminent domain to acquire generation 
facilities of other agencies in the Pacific Northwest? 

16. Should BPA be given the power of eminent domain to acquire transmission 
and generation facilities outside of the Pacific Northwest? 

17. Should BPA be required to obtain franchises from the States or local gov- 
ernmental agencies before engaging in the business of serving their electric needs? 

18. Should pecuniary penalties be imposed to require BPA to fully exercise 
such duties as are placed upon it? 
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19. What judicial or quasi-judicial body should have the power to enforce 
collection of pecuniary penalties, and to whom should they inure? 

20. Should the property owned by BPA be dedicated or devoted to a public use, 
and should such dedication to a public use be explicitly expressed in legislation? 

21. Should BPA be made liable for damages resulting from its failure to 
perform its contracts? 

22. What judicial or quasi-judicial body should have jurisdiction to assess 
damages against BPA for failure to perform its contracts? 

23. What judicial or quasi-judicial body should have jurisdiction to exercise 
supervision over BPA’s contracts and assure the reasonableness of their terms? 

24. Should BPA be liable in damages for the expenses incurred by one of its 
distributors in getting electricity supplies from another source? 

25. What judicial or quasi-judicial body should have jurisdiction to enforce 
BPA to render reasonably adequate service, when no adequate excuse for non- 
porformance is appropriately shown? 

26. Should such judicial or quasi-judicial body have power to enforce specific 
performance? 

27. Should BPA be under a duty to extend its services to all places and all 
points of delivery within its territory? 

28. What judicial or quasi-judicial body should have jurisdiction to require 
BPA to extend its service within its territory? 

29. Should BPA be under a duty to expand its generating facilities so as to 
assure a full supply of power to all customers throughout its territory at all 
times? 

30. What judicial or quasi-judicial body should have jurisdiction to require 
BPA to expand its generating facilities? 

31. Should BPA have the authority to expand its generating facilities by con- 
struction of hydroelectric powerplants? 

32. Should BPA have the authority to expand its generating facilities by con- 
struction of fuel-fired plants? 

33. Should BPA have the authority to expand its generating facilities by con- 
struction of all types of electric plants? 

34. Should BPA have the authority to purchase the electric output of the 
plants of others in order to expand its supplies of saleable electricity ? 


LEON JOUROLMON, 
Assistant General Counsel. 


EXHIBIT 14 

Marcu 3, 19538. 
Memorandum to: Bonneville Regional Advisory Council. 
From: Maurice W. Lee, Chairman, Research Committee. 
Subject: Public Utility Responsibility. 


The Research Committee, in line with the assignment given to it by the Bonne- 
ville Advisory Council at its Seattle meeting on December 16-17, 1952, has 
explored the concept of public utility responsibility and hereby transmits a 
progress report to the Council members for their comment and suggestions. 

It is the burden of the subcommittee’s fiindings that public utility respon- 
sibility is a requirement common to all who undertake to serve the community 
in a public utility capacity. It applies equally to private utilities, to public 
agencies or to the Bonneville Power Administration. Singly, as well as together, 
each, by virtue of its role as a public utility, must accept a public utility respon- 
sibility which the subcommittee defines as a responsibility to: 

(a) Serve all who rightfully request service. 
(b) With adequate facilities. 

(c) At reasonable rates. 

(dad) And without discrimination. 

In the pages which follow the subcommittee has explored the nature of these 
four basic requirements, their origin, and the implications of this public utility 
responsibility, so conceived, for the situation in which the Northwest power 
complex now finds itself. ie 

It will be apparent to Council members that the public utility responsibility, 
as defined above, is not now being met in the Pacific Northwest. The report, 
therefore, also considers : . 

1. Why public utility responsibility is not now being met in the Pacific 
Northwest A 

2. Steps necessary if this responsibility is to be met in the future. The 
full report now follows. 
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Pactric NORTHWEST PowEeR: AN EVOLVING PARTNERSHIP IN PUBLIC UtiLity 
RESPONSIBILITY 


I. DEFINING PUBLIC UTILITY RESPONSIBILITY 


Under the common law a public utility has four responsibilities : 

(1) The duty to serve all comers of the type and in the territory it has 
proposed to serve; 

(2) The duty to render adequate service ; 

(3) The duty to serve at reasonable rates ; and 

(4) The duty to serve without discrimination. 

Of these four duties the people of the Pacific Northwest are primarily con- 
cerned with item (2) because the power shortage, arising out of the failure to 
provide adequate generating facilities, constitutes inadequate service. 

Public utility responsibility is a two-way street even when the Federal Gov- 
ernment is the utility. Your committee found many references to the public 
utility responsibility of the Federal Government with respect to regional power 
supply for the Pacific Northwest, but noted an almost complete void on the 
reciprocal responsibility of the region. 

This may be illustrated with the well-known coin analogy. The name of this 
coin is public utility responsibility. One side of the coin is demand and the 
other side is supply. The region desires a firming up of power supply. But 
the region has not reciprocated by firming up the demand or making the de- 
mand effective. Businessmen will recognize the economic axiom that inade- 
quate supply is merely a measure of ineffective demand. The problem of how 
to firm up the demand will be mentioned later in this report. 

In exploring further into the meaning of public utility responsibility your 
committee found what apparently are three levels or degrees of obligation. 
First there is a moral obligation created by public need and public demand, 
There is a pressure upon Government to do something. Secondly, comes legal 
duty as defined by law or action of Government in response to the moral obliga- 
tion. Thirdly, there is the level of public utility responsibility in fact. This 
may be in the'form of requirements contracts, hereinafter also referred to as 
publie utility responsibility contracts, under which wholesale power service is 
actually being provided for the requirements of a distributing utility. 

The demand of the people for a utility service is transmitted to Government 
which must then take action to satisfy the demand. Government can undertake 
to provide the requested service by going into the utility business or it can license 
private firms to do the job. In either case there are three levels of duty (1) 
the public demand or need which creates moral duty; (2) legal duty as defined 
by Government; and (3) actual performance or duty in fact as shown by the 
utility. 

The committee found it important to distinguish among these 3 levels or de- 
grees of responsibility on the 1 hand and the reciprocal levels of responsibilities 
of the region on the other hand. 

Two additional dimensions of the public utility responsibility were noted by 
the committee. The electric utility industry has three divisions: generation, 
transmission and distribution. At one time the Federal Government had no 
duty in the Pacific Northwest with respect to any of these divisions. Today 
while furnishing 61 percent of the regional power supply the Federal Government 
meticulously avoids the field of distribution of local sale of electricity at retail. 
Rather its role is limited to a sharing of the public utility responsibility in the 
region only as to generation and transmission. 

Finally the committee noted the changing meaning of public utility responsi- 
bility with each passing year because of the tremendously dynamic growth in the 
use of electricity. In 1882 when the Pearl Street Station in New York City 
began generating electricity for sale at 25 cents a kilowatt-hour, the use of this 
new form of power was confined to luxury show window lighting on Fifth Avenue. 
But the furnishing of energy today to over 48 million homes, shops and industries 
makes the electric business second only to domestic water supply as the most im- 
portant public utility responsibility affecting the welfare of the people. This is 
a growing responsiblity. 


II, THE EVOLUTION OF A PUBLIC UTILITY RESPONSIBILITY 


Another troublesome item which came up at the 2 days of the committee’s 
meetings was the suggestion that Congress never intended to undertake a public 
utility responsibility or if inadevertently it has now such a duty, it would like 
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to retire from the field. To explore this point required considerable review of the 
genesis of the Federal Government’s entry into the power field. However, this 
exploration may be fruitful since it will also serve to trace what is referred to in 
the title as “an evolving partnership.” 

At one time the Federal Government had no public-utility responsibility in 
the region. The major distribution utilities of the region were on their own. 
Each recognized its responsibility. Then construction began at Bonneville and 
Grand Coulee Dams. These were built at public request. The people of the 
region supported the projects and insisted on their completion. Senator McNary 
also led the effort which led to the enactment of the Bonneville Project Act of 
August 15, 1937. This is not a law for the mere sale of incidental surplus power. 
It is a public-utility responsibility law. In fact it is probably the best or one of 
the best public utility responsibility laws on the Federal statutes. sy its 
language, by its nature and by its effects the Bonneville Act is a utility law. 

This was not clearly understood at first because of much verbiage about surplus 
power and about power as an incident to navigation all of which is a consequence 
of the tendency to court the constitutional function of navigation when pleading 
for power projects. 

This recalls the previous discussion on the three levels of obligation. The 
people of the Pacific Northwest petitioned Congress for power projects. They 
wanted electricity and Congress built the dams. First there was thus the moral 
obligation in the form of public clamor. Then Congress enacted the Bonneville 
Act which laid the foundation for an ultimate acceptance of a legal public- 
utility responsibility. Under the act came additional dams and 5,000 miles of 
high voltage transmission lines all approved by Congress in the exercise of a legal 
public-utility responsibility function. Finally the Bonneville Power Administra- 
tion signed contracts, not dump power or surplus power contracts, not firm power 
contracts, but “requirements contracts” which undertake to insure that the full 
public-utility responsibility of the distribution agency will be met. The practice 
under these contracts constitutes such a responsibility in fact. 

The committee concludes that the people have willed it to be so. Congress by 
providing for the construction of transmission facilities and some new generat- 
ing projects has recognized and partially fulfilled the public need. Clearly, the 
Federal Government is in the power business. By supplying more than 60 per- 
cent of the energy generated in the Pacific Northwest, the Federal Government 
has in fact assumed a public-utility responsibility. Whether or not the Congress 
officially recognizes that responsibility is another matter, but any failure to do so 
cannot change the fact that such a responsibility inexorably follows from its 
status as by far the largest power supplier in the region. 

On the second point that possibly Congress may wish to retire from this busi- 
ness, that anestion is up to the people of the region. The public was the source 
of the original demand and the public has the right to change and ask for a 
regional agency, for instance. The committee has this subject under separate 
study but at the moment the outlook is adverse toward the organization of such 
an agency for some years to come. 


Ill. THE PARTNERSHIP OF WHOLESALER AND RETAILER 


Next the committee went into the concept of partnership since this term has 
been often suggested as a desirable definition of the relationship which should 
exist between the Federal Government as a wholesaler of power and on the other 
hand the distribution systems as distributors of power. The partnership idea 
fitted in admirably with the idea previously mentioned of the give and take or 
the two sides of the public-utility responsibility coin. This is a partnership 
between supply and demand, between wholesaler and distributor. 

In the somewhat similar cases of the Tennessee Valley and the Province of 
Ontario it has noted that the regional generation and transmission agency owned 
all generating capacity or made additional power purchases as necessary to meet 
the requirements of every distribution agency within the region. In these cases 
the public-utility responsibility for power supply is undivided. The Pacific North 
west situation is more complex. 

The situation is complex because some Northwest distribution systems generate 
part of their requirements. Of course, at one time when the Federal Government 
was not in this power picture, each major public utility had to stand on its own 
feet. In that pre-BPA age no self-respecting utility would be caught with its 
eapacity down. Each system had the full public-utility responsibility including 
generation, transmission, and distribution and to this day the duty of power 
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e supply is an actual duty “in fact” of each distribution system except insofar as it 
S transfers that duty by means of a requirements contract. 
n Then little by little some power was purchased from BPA, especially dump i 
hydro, to displace high-cost steam generation. This habit of just buying a “little i 
n dump hydro” from the Federal system grew until more than half of the needs | 
1. of some distribution systems came from BPA, yet the concept remained of “just 
d getting by” on the full strength of buying “a little dump hydro.” Meanwhile, | 
e over 80 public and cooperative power systems signed full-fledged requirements 
y contracts with BPA. These requirements contracts enabled the 80 public and 
»f cooperative power systems to transfer their obligation to provide power supplies 
e to the Bonneville Power Administration. The advantage gained by this transfer . 
of was not without cost. Because of the lead factor on their systems, the public i 
is and cooperative power systems paid the dmand and energy charges of the E rate | 
schedule, including the ratchets on the demand charges. They also disqualified { 
is themselves from purchasing dump hydro. These contracts, despite the extra cost, 
e were in effect their power insurance. ; 
1g These 80 public and cooperative systems have fired up their demand on BPA } 
by signing on the dotted line. Their 20-year contracts are an assurance to the f 
1e Federal Government of a certain market and an established source of adequate in 
oy. revenue. . 
al The private utility companies desire the same type of contract and the com- Mi 
le mittee regards their desires as commendable and completely consistent with i] 
C- the rounding out of the Federal Government’s recognition of its public-utility Da 
of responsibility for power supply in the Pacific Northwest. 
al Obviously the private systems are on thin ice, as was disclosed this past win- 
a- ter, when they must serve firm power loads and carry out a full public utility . 
er responsibility at the distribution level but try to do so with dump power. To i 
ll buy dump power and sell it as firm power happens to be a very lucrative busi- 
ce ness but it lasts only until the dump power disappears. 
When this happened last fall the Defense Electric Power Administration im- 
Dy posed a 10 percent curtailment order upon all major firm power industrial loads 
t- and thus recaptured an appreciable block of firm power which enabled the 
he private power companies to live through the year. 
T- The committee cannot emphasize too strongly that a similar situation should i 
nt not be permitted to occur. Public opinion should demand that the private com- i 
Ss panies enter into requirements contracts with the Federal Government or at ‘ 
so once take steps to provide their own generating capacity. Fortunately the 
its rapid completion of McNary and Chief Joseph Dams will bring on new power 
which permits the Federal Government again to offer to the private companies 
si- an opportunity to sign requirements contracts. This step would complete what 
ce the committee calls firming up the demand. 
a The mere signing of contracts does not create new power. However, con- 
ite tracts are financeable, or should be. This brings the committee back to its previ- 
ch ous recommendation urging that Congress be requested to authorize issuance of 
revenue bonds for use as a supplementary method or as a complete method of 
financing new generation and transmission facilities, 
A second authorization on the part of Congress toward the meeting of the 
regional power needs would be permission for BPA to purchase from other 
as agencies, within or outside of the region. Many local utilities hive available 
ld good hydro sites but are restrained from developing them because the capacity 
er would be grester than their own needs and yet their appears to be no con- 
lea venient and flexible method of contracting away the surplus in a fashion such 
or that the sales contract would facilitate financing of the project. 
up This would be a desirable step for providing reserves for the region, par- 
of ticularly as insurance against low water years. If every distribution agency 
al signs a requirements contract with BPA, then obviously BPA must provide re- 
net serves for all. This can be done by interruption of interruptible loads, by 
so8 importation of power from outside the region, by operation of steam plants, 
th whether owned by BPA or any other operator, and most important of all by 
the installation of additional generation capacity. Toward the latter goal the 
ate authority to issue revenue bonds would be a valuable supplement to the present 
ont method of obtaining capital investment funds. 
wn A third authorization needed by BPA is for the construction of steam plants. 
its While no steam plants would be constructed in the next few years, the time may 
ing come again, as in 1948 and 1949 and 1950 when the need for such construction i 


ver will become suddenly apparent. Then or under any emergency conditions if 
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should be possible to begin immediate cons i i vaiti i 
dsb abd blieites treme truction without waiting for extensive 

Finally, but without going into detail, the committee points out the need for 
new dams to be started very soon in order that the 5 or 6 year construction 
period for such new projects may be completed before the power shortage of 
1959 with its repetition of steam surcharges and much recrimination as to 
who is to blame for the power shortage. It is apparent to anyone who wishes 
to know that this region is headed into a few years of respite which will end 
in about 1959 or 1960. New starts are needed. 


CONCLUSION 


The committee concludes that Congress should be requested to amend the 
Bonneville Project Act of 1937 by granting authority to BPA for (1) the issu- 
ance of revenue bonds, (2) the purchase of power including long-term power- 
purchase contracts, and (3) the construction of steam or other fuel-fired plants. 

At the administrative level the committee recommends the wider recognition 
of the public-utility responsibility of the Federal Government for power supply 
in the region, This requires agreement and concurrence from the distribution 
utilities which do not yet have requirements contracts. This step will clear the 
air of much confusion and possibly suspicion. It would best express the demand 
or firm up the demand of the people through their local utilities. For the 
Federal Government it would insure a higher level of revenues than is now 
obtained from its dump power business. 

The committee is optimistic about the title of its report. The aim of a smoothly 
working partnership between the Federal wholesale supplier and the local dis- 
tribution system has not yet been achieved in all cases. Most of the smaller 
systems through the requirements contracts have had many years of successful 
and happy experience of just such a partnership. The rest of the job is a matter 
of following good precept and applying the same methods for the larger systems. 
This partnership is a give and take proposition, it is a 2-way street, a 2-sided 
coin. 

Respectfully submitted. 

ELMER McCLure, 
Chairman Subcommittee on Public Utility Responsibility. 


EXHIBIT 15 
MarcH 3, 1953. 
Memorandum to: Bonneville Regional Advisory Council. 
From: Maurice W. Lee, chairman, research committee. 
Subject: Further report on revenue bond financing. 

This is in the nature of a progress report following up on the study of the 
same subject submitted to council members under the date of December 5, 1952. 

During the period since the December meetings in Seattle the research com- 
mittee has continued its study of revenue bond financing. It has obtained infor- 
mation which was not available at the time of the council meetings. As a first 
bit of information the committee can report that banking officials in the east as 
well as here on the west coast are agreed that the financial community would 
welcome an opportunity to bid upon such bonds and feel, furthermore, that there 
would be no difficulty inherent in the magnitude of such flotations (i. e., at per- 
haps $300 million annually). 

If such bonds are tax exempt and guaranteed by the United States Govern- 
ment, a continuation of the present imputed 21% percent rate would be feasible. 
The removal of the guaranty would force the rate up, perhaps to 34 percent. 
The absence of tax exemption would add more. Since revenue bond financing 
would transfer the cost of Northwest power construction from the taxpayers’ 
shoulders and remove pressure on both taxes and the Government debt, it is hoped 
that the Congress would authorize the issuance of bonds incorporating both of 
these features, so that the present 2% percent rate can be continued. 

Council members will recall Mr. Ostrander’s discussion of revenue bond financ- 
ing in terms of the impact upon power costs. Working with the assumptions 
which he stated, Mr. Ostrander suggested a possible required price for power of 
$30 per kilowatt-year. We are still awaiting a report on the effects of such an 
increase but it is clear that the Pacific Northwest’s great energy asset—low cost 
power—would price itself out of a great many markets at such a level. 
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Mr. Ostrander’s analysis was based on the two assumptions that there would 
be neither tax exemption nor guaranty of principal and interest. Our informa- 
tion indicates that the absence of these two factors would boost the interest rate 
considerably above the 34% percent level he used in his computations and that 
the price per kilowatt-year would also be above the $30 level in the absence of 
tax exemption or guaranty. In fact the point might well be made that a most 
effective method of scuttling the whole revenue bond proposal would be to support 
it without tax exemption or guaranty. If revenue bond financing is to be taken 
into consideration it must be on a tax-exempt guaranty basis, according to the 
present information which has been given the committee. 

Council members will also recall that Mr. Ostrander’s analysis took into ac- 
count the amount of “coverage” which would be required. (This is the amount 
underwriters might be expected to require earnings to be in order to provide a 
margin of revenue in excess of debt service requirements.) His assumed ratio 
was 1.35-1. We are advised that with Government guaranty, the banking com- 
munity would require no extra coverage. Since this was a material part of the 
computation which led to the $30 price estimate, it is evident that the guaranty 
is not only important in its direct effect upon the market but will further 
contribute to keeping ultimate power rates down by eliminating the necessity 
for coverage. 

As something of a parallel to the council’s thinking, members will be inter- 
ested in the January 21 marketing of housing authority bonds in the amount of 
$127 million, at an average interest cost of 2.396 percent. These bonds, issued 
by 47 local housing authorities, were consolidated under Public Housing Admin- 
istration guaranty and marketed through a bank syndicate including the Chemi- 
cal Bank & Trust Co., Phelps, Fenn & Co., Lehman Bros., and Blyth & Co. 

Respectfully submitted. 

Maurice W. LEE, 
Chairman, Research Committee. 


EXHIBIT 16 
Marcu 3, 1953. 
Memorandum to: Bonneville Regional Advisory Council. 
From: Maurice W. Lee, chairman, research committee. 
Subject: Preliminary report on study of reorganization proposals. 


In accord with the request of the council at Seattle on December 17, the 
research committee has begun a study of various proposals for modification and 
control of the management of the Federal power program in the Pacific North- 
west. Those who were present at the Seattle meetings will remember that this 
matter came to the fore in connection with the report on revenue bond financing. 
Various members of the council, although expressing general accord with the 
concept of revenue bond financing, expressed the view that it was unrealistic 
to separate such financing from the structural organization which would be 
responsible for the financing. The research committee was, therefore, asked 
to begin an examination of alternative proposals for the control and management 
of the present Federal facilities. 

At a preliminary meeting of the committee on January 23 the members con- 
centrated upon the identification of various alternative proposals. These appear 
to be: 

1. Bonneville Power Administration. 
2. Bonneville, as amended 

3. A regional corporation 

3. A regional power commission 

5. An interstate compact commission 

In connection with the fifth alternative, as was noted at the Seattle meetings, 
the Interstate Compact Commission has been working on this matter for some 
time, and it was felt advisable to establish contact between the research com- 
mittee and the Commission in the interests of nonduplication. The chairman 
of the research committee has met with Mr. J. V. Rogers, Chairman of the 
Interstate Compact Commission, and at least informal liaison was thereby 
established. The research committee has decided to formalize this relation and 
the chairman of the committee has been instructed to invite Mr. Rogers to sit in 
on committee meetings dealing with reorganization. It is hoped that this will 
be reciprocated so that unnecessary duplication of effort may be avoided. ; 

In the research committee’s revenue bond financing report the power situation 
confronting the Pacific Northwest was conceived as dividing into these phases: 

Phase I—Immediate and emergency 
Phase II—Interim 
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Phase III—Long range 

The first of these was handled by emergency actions, as, for example, the 
DEPA orders restricting power use. It is hoped that this phase, for the present 
winter, is over. 

Phase II was defined as dealing with the immediate need for attaining the 
fastest possible completion of presently started construction and the early begin- 
ning of most urgently needed new construction. In other words, the power 
future of the region during the rest of this decade was considered to depend upon 
getting new generation on the line while, and not after organization and reor- 
ganization questions were settled. 

Phase III related to the ultimate organization eventually agreed upon and 
involves a thorough reexamination of the proper roles of Federal, State, and 
local government levels as well as the interrelations within the power complex 
itself. The council instructed the research committee to begin at once the 
study of phase III matters so that the ultimate solution of such matters will not 
be inordinately delayed. The council, in line with the committee’s recommenda- 
tions (December 5 memo), also requested the Bonneville technical staff to 
prepare a draft of legislation which would accommodate revenue bond financing 
within the present structure while phase III discussions were going on. 

Further exploration of these phase III matters dealing with organization and 
reorganization make it evident that even the most optimistic do not expect that 
any major structural changes can be worked through for a matter of some few 
years at the earliest. In the meantime the reactions of advisory council mem- 
bers to this memorandum will be helpful to the committee in carrying on the 
assignment you have given it. There seems no reason why a regional power 
commission, or an interstate compact arrangement dealing also with phase IIT 
matters could not also accommodate revenue bond financing if that seemed 
advisable. It would be helpful if all council members send their reactions in 
to the research committee. Also it is the understanding of the research com- 
mittee that its final recommendation presented at Seattle expressed the will of 
the council. That recommendation was: 


“PART III. LEGISLATION 


“The committee recommends that the Bonneville Power Administration be 
requested to draft legislation embodying the basic features of this report, for 
submission to members of the Pacific Northwest delegation, with a view to in- 
troduction in the next session of Congress.” 

A draft of an amendment to the Bonneville Act, now being prepared by Bonne- 
ville Power Administration attorneys, is essentially this phase II proposal to 
obtain authorization for revenue bond financing at once, without prejudice to 
whatever ultimate organization changes may be developed. 

This preliminary report is designed to inform council members of the gen- 
eral ground being surveyed by the committee on its new assignment, and to get 
suggestions from council members which will expedite the work of the committee. 

Respectfully submitted. 

MAUvRICE W. LEE, 
Chairman, Research Committee. 


EXHIBIT 17 


To: All weekly and daily newspapers. 
From: Northwest Public Power Association. 
Release : Thursday, October 14, 1954. 

VANCOUVER, WASH. (Special).—Draft of legislation for a four-State public 
electric corporation to carry forward the Northwest power program was released 
today by Northwest Public Power Association officials in Vancouver. 

The proposed bill provides for the creation of a Columbia River Development 
Corporation, whose five-man Board would be appointed by the President. Gus 
Norwood, executive secretary of the public power group, said the proposal is 
“tentative, preliminary, unsponsored, and unendorsed. It is for discussion 
purposes.” 

Modeled after the recently created St. Lawrence Seaway Act, the Corpora- 
tion would be enpowered to issue 50-year electric revenue bonds to build genera- 
tion and transmission. The Corps of Engineers and Bureau of Reclamation 
would continue to construct the dams financed by the Corporation. 
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The corporation would take the place of the Bonneville Power Administration 
and would succeed to its assets and liabilities. 

The bill does not concern itself with whether power is sold locally by public 
or private utilities. It likewise avoids the controversial approach of both the 
interstate compact and the Columbia Valley Authority. 

Eighteen years have elapsed since the regional public electric corporation idea 
was first proposed in a 192-page report largely prepared by Prof. Charles Mc- 
Kinley of Reed College for the Pacific Northwest Regional Planning Commis- 
sion under the chairmanship of Marshall Dana. It was with this 1936 report 
in mind that Congress wrote into the Bonneville Act of 1937, ‘““The form of ad- 
ministration herein established for the Bonneville project is intended to be pro- 
visional pending the establishment of a permanent administration for Bonne- 
ville and other projects in the Columbia River Basin.” 

An analysis accompanying the bill states that the main challenge which must 
be met by the proposed corporation is “to borrow vast sums of money at very 
low rates of interest.” 

If the rate of interest for the existing Federal power investment were forced 
upward 1 percent, the wholesale cost of power would have to be increased 15 
percent. If interest rates are kept low, then the rate of return on Federal invest- 
ment can be kept low resulting in low electric rates. 

This can be illustrated by contrasting the utility with almost any other type of 
business. The grocer invests a dollar and reaps $8 of annual gross revenue. 
But a dollar invested in Federal dams reaps only 8 cents. The difference be- 
tween the grocery business and the business of big dams and high-voltage lines 
is on the order of 100 to 1. 

Looked at another way the annual gross revenue of $8 requires an investment 
of $1 for the grocer while the Federal power system must invest $100. What 
difference would it make in these 2 situations if the interest rate went up 1 per- 
cent? The grocer would lose a penny. The Federal Government would lose a 
dollar. 

Actually the Federal Government would lose nothing since its program is self- 
liquidating and the extra dollar of interest cost would automatically be passed 
along as a 15-percent rate increase to wholesale electric users of the region. 

The analysis also points out that Congress gives a much greater degree of 
business flexibility and autonomy to the existing 50 Federal corporations than is 
accorded the typical bureau. The Panama Canal Company, Virgin Islands Cor- 
poration, TVA, and RFC, and over 40 Federal banking and lending corporations 
are granted much the same freedom of operation enjoyed by private corporations. 

Passage of the Government Corporation Control Act of 1955 marked the coming 
of age of the Government corporation. Even the Hoover Commission advised that 
business agencies like the Alaska Railroad be converted to corporate form. 

The Government corporation is a separate legal entity and as such may make 
contracts and acquire and dispose of property in its own name. It is free to de- 
determine the “character of and the necessity for its expenditures.” It uses the 
commercial-type audit and business-type budget. It seeks congressional approval 
of its budget program as a whole, unlike an agency which requests specific ap- 
propriations. It is not subject to fiscal year limitations. It is authorized to use 
and reuse its revenues. 

In addition to the greater business flexibility and autonomy inherent in the 
corporate form, the draft provides that the five full-time directors be Northwest 
residents and be appointed by the President with the advice and consent of the 
Senate. The Board will appoint a general manager and an advisory council of 
15 representative Northwest citizens. Annual public hearings are provided as a 
further device to insure responsiveness to the grassroots. 

Greater independence should also follow when the Corporation is enabled to 
float its bonds in the open market. The present draft provides for the electric 
revenue bonds to be purchased by the Secretary of the Treasury for the first 5 
years and until the bonds are “seasoned.” Although the corporation is to operate 
on a self-liquidating basis, the principal and interest on the bonds is to be 
guaranteed by the Federal Government in order to insure the lowest possible rate 
of interest. 

“Many people have shown a friendly interest in the bill,” Norwood said. “It is 
one thing to endorse the idea of a regional public electric corporation as a vague, 
abstract principle which may mean all things to all men. It is another thing to 
get agreement ona specific 8,000-word bill. 
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“Many suggestions have been incorporated already. Comments are invited. 
The next draft must be ready by December 10 when the association membership 
meets in Spokane.” 


Exuisir 18 
{The Pacific Northwest Public Power Bulletin, October 1954] 


ProGRESS REeEPorRT ON COLUMBIA RIVER DEVELOPMENT CORPORATION BILL 


This progress report is respectfully submitted in accordance with the following 
resolution : 
REGIONAL POWER ORGANIZATION 


To open new avenues of agricultural and industrial opportunity and to pro- 
vide increased employment for an expanding population by accelerating the 
rate of power development, the Northwest Public Power Association, at its 
annual membership meeting in Tacoma, April 1, 1954, resolves that this associa- 
tion cooperate with other civic groups of the region in the preparation and spon- 
sorship in the Congress on a bipartisan basis of legislation creating a regional 
public organization to carry forward the Northwest power program on a basis 
of assuring an adeqaute power supply, at the lowest possible rates consistent with 
comprehensive development of the water power resources of the Pacific North- 
west; provided that drafts of such legislation be sent to each member utility 
system with a request for comments and recommendations for improvements to 
the end of submitting a final draft to the 84th Congress in January 1955. 


LOW-COST POWER DEPENDS ON LOW-COST MONEY 


To borrow vast sums of money at very low rates of interest will be the main 
challenge which must be met by the proposed Columbia River Development 
Corporation. 

If the rate of interest for the existing Federal power investment were forced 
upward 1 percent, the wholesale cost of power would have to be increased 15 
percent. If interest rates are kept low, then the rate of return on Federal 
investment can be kept low resulting in low electric rates. 

This can be illustrated by contrasting the utility with almost any other type 
of business. The grocer invests a dollar and reaps $8 of annual gross revenue. 
But a dollar invested in Federal dams reaps only 8 cents. The difference between 
the grocery business and the business of big dams and high-voltage lines is on 
the order of 100 to 1. 

Looked at another way the annual gross revenue of $8 requires an investment 
of $1 for the grocer while the Federal power system must invest $100. What 
difference would it make in these 2 situations if the interest rate went up 1 
percent? The grocer would lose a penny. The Federal Government would lose 
a dollar. 

Actually the Federal Government would lose nothing since its program is self- 
liquidating and the extra dollar of interest cost would automatically be passed 
along as a 15 percent rate increase to wholesale electric users of the region. 


HUGE INVESTMENT REQUIRED 


It took 22 years for the Federal investment in Pacific Northwest multiple pur- 
pose projects to reach the $1 billion mark. Three projects like the Dalles Dam 
would cost another billion. The 1960-70 decade will probably require $3 billion 
of new power investment. 

THREE COMPLAINTS 


Another thought which was kept in mind in the preparation of the Columbia 
River Development Corporation bill is the series of three major complaints which 
has been regularly made at congressional hearings in recent years: (1) the 
Northwest gets too large a share of the Army budget, (2) Columbia River dams 
are built at taxpayer expense, and (3) the power investment is swelling the 
national debt. 

Without conceding the validity of these complaints, the bill aims at providing 
a method of financing which is independent of the Corps of Engineers budget 
even though the corps may be the constructing agency. In regard to the second 
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point the Corporation, while still within the Federal orbit, stands at arm’s length 
from the Treasury Department in the status of a borrower issuing 50-year elec- 
tric revenue bonds which must be redeemed together with interest. 

The third problem of moving the financing of the Corporation out of the na- 
tional debt category may require a period of seasoning of the Corporation’s 
revenue bonds, perhaps 5 years during which time the Secretary of the Treasury 
might be authorized by Congress to handle the capital needs. Thereafter the 
Corporation could start issuing its bonds in the open market. 


OPEN MARKET FINANCING 


The second preliminary draft is a compromise between the strict Treasury 
Department financing method used in the St. Lawrence seaway bill on the one 
hand and the proposal for immediate open market financing on the other hand. 
It appears that the latter method might result in the same interest rate and also 
give the Corporation a freer hand in determining its affairs if the bonds are 
guaranteed and tax exempt. 

The argument in favor of the present compromise proposal is that it provides 
the protection of Treasury Department low-cost financing for the first 5 years 
and does not preclude a continuation of Treasury Department financing in whole 
or in part thereafter. Yet at the same time the open market method is avail- 
able after the 5-year seasoning period. This period is considered to be neces- 
sary for letting the new Corporation get its feet on the ground, issue several 
annual reports and obtain any further amendments which may be needed in its 
law. 


CORPORATE AUTONOMY 


Second only to the importance of low cost money has been the interest of com- 
mentators in the matter of home rule or regional autonomy. 

Congress gives a much greater degree of business flexibility and autonomy to 
the existing 50 Federal corporations than is accorded the typical bureau. The 
Panama Canal,Company, Virgin Islands Corporation, TVA and RFC, and over 
40 Federal banking and lending corporations are granted much the same freedom 
of operation enjoyed by private corporations. 

Passage of the Government Corporation Control Act of 1945 marked the coming 
of age of the Government corporation. Even the Hoover commission advised 
that business agencies like the Alaska Railroad be converted to corporate form. 

The Government corporation is a separate legal entity and as such may make 
contracts and acquire and dispose of property in its own name. It is free to 
determine the “character of and the necessity for its expenditures.” It uses 
the commercial-type audit and business-type budget. It seeks congressional 
approval of its budget program as a whole, unlike an agency which requests 
specific appropriations. It is not subject to fiscal year limitations. It is au- 
thorized to use and reuse its revenues. 


[Press release, Sunday, January 138, 1955] 
ExuHIsBiT 19 


NORTHWEST PuBLic PowEeR ASSOCIATION 


VANCOUVER, WASH., January 13 (Special). The fourth draft of legislation to 
create a public regional corporation to finance and build Northwest power proj- 
ects was released today by Northwest Public Power Association officials in 
Vancouver. 

The revised bill is being submitted to the Pacific Northwest delegation in 
Congress with a request for introduction to permit routine hearings and obtain 
official suggestions of Federal agencies. 

The bill creates a Columbia River Development Corporation similar to the 
agency established under the St. Lawrence seaway bill enacted by Congress in 
1954. It would be able to issue 50-year electric revenue bonds to finance the 
building of electric generation and transmission facilities. 

The Corporation would be directed by a five-man board of Northwest residents, 
one elected from each of the States of Montana, Idaho, Washington and Oregon, 
and the Chairman appointed by the President with the advice and consent of 
the Senate. Each would serve a 4-year term at $20,000 per year. 
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Actual construction of dams would be by the Corps of Engineers and Bureau 
of Reclamation. The functions of Bonneville Power Administration in marketing 
and transmitting power would be assumed by the corporation. 

Marketing policies are unchanged. The bill does not concern itself with 
whether power is sold locally by public or private utilities. The question of retail 
distribution remains a matter for separate, local determination. 

The central problem in drafting the Columbia River Development Corporation 
bill is one of balance,” according to Gus Norwood, executive secretary of the 
public power group. “The problem is how to meet the tests of both efficiency 
and democracy. The cynic holds that government cannot be efficient without 
dictatorship. He fears it cannot be democratic without being smothered in 
redtape.” 

Congress met a similar problem for the St. Lawrence by enacting the St. Law- 
rence Seaway Development Corporation Act which was signed by President 
Eisenhower May 13, 1954. That law meets the test by creating a Federal cor- 
poration with the efficiency and flexibility desired and also public control by 
Congress. It served as a pattern for the Columbia River bill. 

Under the bill the corporation is made subject to the same auditing, budgetary 
control and other requirements of the Government Corporation Control Act which 
govern the existing 51 Federal corporations. The civil service laws aiso apply. 

“Some 400 comments and suggestions have been received on the first 3 drafts,” 
Norwood said. “These generally insisted on four points: adequate power supply, 
lowest possible rates, democratic control and comprehensive development.” 

The corporation is to have financing ability to provide an adequate power supply 
to enable its utility distributors to meet their public utility responsibility. It 
is intended that the corporation serve rather than dominate. 

The corporation bill avoids both the all-inclusive approach of a Columbia 
Valley Authority and the do-nothing interstate compact. Instead the bill aims 
at a middle-of-the-road plan whereby the corporation arranges the financing and 
must conform to comprehensive planning but actual construction of multiple- 
purpose projects is done by other agencies. Also the Bureau of Reclamation will 
operate the irrigation features and the Corps of Engineers will continue to control 
navigation and flood-control operations. 

To achieve the lowest interest rate the bill provides for the corporation to ac- 
quire the Bonneville Power Administration at the net cost to the Federal Govern- 
ment. This cost would be repaid under a second lien mortgage over a 50-year 
period. 

The bonds of the corporation would be purchased by the Secretary of the 
Treasury during the first 5 years and until the bonds are “seasoned.” Although 
the corporation is to operate on a self-liquidating basis, the principal and interest 
on the bonds is to be guaranteed by the Federal Government, thus further to 
insure the lowest possible rate of interest. 

Twenty years have elapsed since the regional public electric corporation idea 
was first proposed in a 192 page report largely prepared by Prof. Charles Me- 
Kinley, of Reed College, for the Pacific Northwest Regional Planning Commission 
under the chairmanship of Marshall Dana. It was with this 1936 report in mind 
that Congress wrote into the Bonneville Act of 1937, ‘“‘The form of administration 
herein established for the Bonneville project is intended to be provisional pending 
the establishment of a permanent administration for Bonneville and other 
projects in the Columbia River Basin.” 


Exuisit 20 
HoME RvuLE FEATURES STRENGTHEN REGIONAL POWER CORPORATION BILL 


To: All Northwest newspapers and radio stations. 
From: Northwest Public Power Association. 


[News release, Thursday, February 24, 1955] 


VANCOUVER, WASH. (Special).—The third draft of legislation for a four-State 
public electric corporation to carry forward the Northwest power program was 
released today by the Northwest Public Power Association in Vancouver. 

Major changes from the second draft of last October permit the four States 
ultimately to take over and operate the proposed regional corporation accord- 
ing to Gus Norwood, executive secretary of the public power group. 
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The proposed bill provides for creation of a Columbia River Development 
Corporation, whose five-man board would initially be appointed by the Presi- 
dent with the advice and consent of the Senate. 

Modeled after the St. Lawrence Seaway Development Corporation Act which 
was signed by President Eisenhower May 13, 1954, the corporation would be 
empowered to issue 50-year electric revenue bonds to build generation and trans- 
mission. The Corps of Engineers and Bureau of Reclamation would continue 
to construct the dams financed by the corporation. The corporation would take 
the place of the Bonneville Power Administration. 

The bill does not concern itself with whether power is sold locally by public 
or private utilities. It likewise avoids the controversial approach of both the 
present interstate compact and the past proposals for a Columbia valley 
authority. 

“The preparation of this bill,”” Norwood said, “presented two major problems: 
How to achieve an administrative organization which would (1) command the 
lowest possible rate of interest for its electric revenue bonds, and (2) meet the 
desire of the people of the Pacific Northwest for home rule. 

“Our studies showed electric load requirements by the year 2,000 might call 
for $20 billion for generation and transmission facilities in the Pacific Norih- 
west. The chief cost factor, amounting to about 40 percent of all costs of 
wholesale power, would be the interest on the bonds. An extra 1 percent interest 
would increase the cost of electricity 16 percent. 

“To achieve the lowest interest rate the bill provides for the corporation to 
acquire the Bonneville Power Administration at the net cost to the Federal 
Government. This cost would be repaid under a second lien mortgage over a 
50-year period. The bonds of the corporation would be purchased by the Secre- 
tary of the Treasury during the first 5 years and until the bonds are ‘seasoned.’ 
Although the corporation is to operate on a self-liquidating basis, the principal 
and interest on the bonds is to be guaranteed by the Federal Government, thus 
further to insure the lowest possible rate of interest. All these provisions of the 
October draft are unchanged in the new draft. 

“On home rule, however, the association’s special membership meeting at 
Spokane last December left instructions to incorporate four changes: 

(1) Make the corporation boundaries coincide with those of the four States 
of Montana, Idaho, Oregon, and Washington. This not only reunites eastern 
and western Montana but also lays the foundation for ultimately converting the 
agency into a four-State corporation. 

(2) Insure that one director would be elected by each of the four States. No 
method for such immediate direct election of directors could be worked out short 
of an interstate compact for acquision of the corporation by the States. This 
alternative home rule provision appears as the new section 17 wherein Congress 
grants consent to the four States to negotiate a compact. Under a compact a 
fifth director could be provided to reflect the continuing interest of the Federal 
Government. 

(3) Insure the corporation would not serve new industrial loads within the 
service area of a local utility without prior consultation. 

(4) Preserve the right of local utilities to install their own hydroelectric and 
other power projects. 

“Other provisions to increase responsiveness to the grassroots are the annual 
public hearings, the 15-man advisory council, the relatively autonomous status 
of Federal corporations and the important authority to issue its own bonds. 

“Over 300 changes have been made since the first draft of last August. Fur. 
ther changes for a fourth draft can be approved at our annual membership meet 
ing April 21. Meanwhile copies of the bill have been sent to all Northwest 
members of the Congress.” 

Eighteen years have elapsed since the regional public electric corporation idea 
was first proposed in a 192-page report largely prepared by Prof. Charles Me 
Kinley of Reed College for the Pacific Northwest regional planning commission 
under the chairmanship of Marshal Dana. It was with this 1936 report in mind 
that Congress wrote into the Bonneville Act of 1937, “The form of administration 
herein established for the Bonneville project is intended to be provisional pend 
ing the establishment of a permanent administration for Bonneville and other 
projects in the Columbia River Basin.” 
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EXHrsIT 21 


STATEMENT OF PercivaL F. BRUNDAGE, DEPUTY Director, BUREAU OF THE BUDGET, 
BEFORE THE SENATE COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, ON §. 
3435, Turspay, May 25, 1954 


; The President in his 1955 budget message to the Congress recommended leg- 
islation to establish a Government corporation to operate the Washington Na- 
tional Airport. An identical recommendation was made by the first Hoover 
Commission in its Report on Federal Business Enterprises. The Commission 
noted in its report that the airport was a straight-line business activity which 
Should be incorporated “so as to secure greater flexibility in management and 
simpler accounting, budgeting and auditing methods.” S. 3435 would imple- 
ment the recommendations of the President and the first Hoover Commission. 

, S. 3435 provides for the creation of a Washington National Airport Corpora- 
tion which, subject to the direction of the Secretary of Commerce, shall be re- 
sponsible for the protection, operation, improvement and maintenance of the 
Washington National Airport. The bill confers upon the Corporation the powers 
and financial flexibility customarily accorded Government corporations ; provides 
that the Corporation shall bear all costs of its operations, including costs in- 
curred by other agencies on behalf of the Corporation and interest on an appro- 
priate share of the Government’s investment in the airport, and subjects the 
Corporation to the financial controls specifically designed for business activities. 

The primary purpose of the legislation is to place the operations of the 
Washington National Airport on a sound business basis so that it may better 
serve its customers, the airlines and traveling public, at a minimum cost to 
the taxpayer. There has been an increasing awareness in recent years, both 
on the part of the Congress and the executive branch, that financial procedures 
and controls generally applied to normal Government activities are not neces- 
sarily suitable to business operations. This is reflected by the enactment in 
1945 of the Government Corporation Control Act, which provides for new types 
of controls such as the business-type budget and the commercial-type audit, 
specially designed to meet the needs of programs of a business character. 

Under existing law the Washington National Airport has no authority to use 
its receipts, must obtain all of its funds from annual appropriations, and is 
subject to the provisions of law governing budget, accounts, audit and expendi- 
tures applicable to nonbusiness agencies which do not sell services to the public 
and which are not expected to be substantially self-supporting. Present methods 
of budgeting, accounting and financing hamper operations without providing a 
satisfactory basis for control either by the executive branch or the Congress. 
The budget submitted by the airport has not furnished the basic data essential 
for the evaluation and control of a business enterprise. At the present time, 
no sound basis exists either for analyzing rates and charges for airport services 
or the financial results of operations. 

The Washington National Airport Corporation would be required to follow the 
business-type budget procedures prescribed by the Government Corporation Con- 
trol Act and to develop and install a commercial accounting system. A business- 
type budget includes such items as statements of financial condition, income 
and expense, sources and application of funds and such other supplementary 
statements and information as are necessary or desirable to make known the 
financial condition and operations of the Corporation. In addition, the financial 
transactions of the Corporation would be audited by the General Accounting 
Office “in accordance with principles and procedures applicable to commercial 
corporate transactions.” Such an audit provides an independent annual review 
of the adequacy of the Corporation’s accounting system and internal controls 
and makes available to the President, the Congress, and the public the necessary 
data for appraising the Corporation’s financial policies and the results of its 
operations. 

We believe that enactment of S. 3435 will bring about not only improved 
methods of budgeting, accounting and financial control, but also that it will 
encourage more businesslike administration of the airport. While the Corpora- 
tion undoubtedly will have to obtain appropriations to finance major capital 
expenses, it is authorized to utilize its revenues for all expenditures incurred 
in connection with its approved budget program. All receipts of the airport 
are now paid into the Treasury as miscellaneous receipts with the result that 
management has little incentive to seek increased revenues. 
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Under some circumstances ventures which might produce additional revenues 
for the Government may have to be abondoned to conserve appropriations. This 
occurs when the airport has to spend appropriated dollars to purchase goods 
or services which are later to be resold at a profit to outside customers. Rate 
structures often tend to become static and are not adjusted to meet rising costs 
when the additional expense can be absorbed cut of appropriations. Budgetary 
requirements must be anticipated 1 or 2 years in advance with the result that 
sudden fluctuations in demand for service cannot be met satisfactorily. Author- 
ization to use its revenues would give the airport needed operating and financial 
flexibility without any significant loss of control. 

Other provisions of the bill, particularly those relating to acquisition of 
property, contracts, expenditures and lawsuits, are designed to provide the 
operating flexibility essential to the successful conduct of a business enterprise. 
Section 4 (h) provides that the Corporation shall have the power to sue and be 
sued in its corporate name. When the Government engages in a business under- 
taking, obviously it should not seek to retain its sovereign immunity from being 
sued without its consent. To the maximum extent practicable, persons doing 
business with the Airport Corporation should have the same legal remedies as 
they would have against a private corporation. 

articular attention is called to sections 7 (a) and (b), 9, 10, and 11 of the 
bill. These sections establish for the first time a statutory rate base for the 
airport. The Corporation is directed to pay interest to the Treasury on that part 
of its capital which is equivalent to the local share that would have been sup- 
plied by the project sponsor had the airport been built with a maximum Federal 
grant-in-aid under the Federal Airport Act. In other words, the Corporation is 
placed in the same position as a non-Federal airport whose capital was con- 
tributed, in part by the Federal Government. The Corporation, therefore, will 
not have to bear a greater interest burden than would be borne by an equivalent 
municipal or State airport authority. In addition, sections 10 and 11 of the bill 
require the Corporation to furnish certain services without charge to Federal 
agencies on the same basis as other airports which have received Federal grants. 
Section 9 directs the Corporation to reimburse the civil-service retirement and 
disability fund, and the employees’ compensation fund for any expenses incurred 
on behalf of its employees. 

This administration, as a matter of policy, does not favor Government business 
undertakings, particularly those which compete with private enterprise. We are 
not anxious to add to the large number of Government corporations. But when 
there is no feasible alternative to Federal operation, as in the case of the Wash- 
ington National Airport, we believe strongly that the Government should rec- 
ognize that it is conducting a business and provide businesslike organization and 
management. 

The decision to recommend incorporation was not made until after thorough 
consideration of other possible solutions to the airport’s problems, such as the 
creation of a revolving fund and use of the business-type budget and accounting 
procedures permissible under the Budget and Accounting Procedures Act of 
1950. It was concluded that a revolving fund by itself, while making possible 
considerable financial flexibility, would not afford the necessary degree of oper- 
ating flexibility. I am submitting for inclusion in the record a column-by-column 
analysis showing the similarities and differences between a revolving fund and 
a Government corporation. Revolving funds have been employed principally to 
facilitate certain intra-Government service operations such as the Bureau of 
Engraving and Printing, the Government Printing Office, and the general supply 
fund. None of of these are genuine business activities and, unlike the airport, they 
do not, with some minor exceptions, sell goods or services directly to the public. 
No useful purpose would be served by conferring corporate powers, such as the 
right to sue and be sued, on activities of this type. These powers, however, be- 
come extremely significant when the Government undertakes a straight-line busi- 
ness activity. 

We believe sincerely that establishment of Government corporations will pro- 
mote the most efficient and economical operation of the Washington National 


Airport. The Bureau of the Budget recommends favorable consideration of 
S. 3435. 
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EXHIBIT 22 
HIGHLIGHTS OF THE BILL, 8. 3114 


1. Purpose of the proposed legislation is to carry forward and to improve the 
Government’s water-resources programs in the Pacific Northwest by providing 
a better form of administrative organization and a better method of financing. 

2. By improving the stability and adequacy of power supply these programs 
would result in urgently needed uplift for the regional economy. A _ specific 
new purpose of the legislation is stated: “to promote the diversified economic 
and industrial development of the several States in the basin.” 

3. This bill creates the Columbia River Development Corporation whose five- 
man board would be appointed by the President with the advice and consent of 
the Senate. 

4. Modeled after the St. Lawrence Seaway Development Corporation Act, the 
Corporation would be enabled to issue and deposit with the Secretary of the 
Treasury its 50-year electric revenue bonds to finance its programs on a self- 
liquidating basis. 

5. Like other Government corporations it would be enabled to use its revenues. 

6. The Corporation would be fully subject to the budgetary and other controls 
imposed by the Government Corporation Control Act of 1945. 

7. Provision is made for replayment of all Federal investment on a self-liquida- 
ting basis. 

8. The bill is generally analogous to the TVA self-financing bill which was 
approved by the Senate in 1957. 

9. The Corporation would succeed the Bonneville Power Administration and 
assume its assets and liabilities and functions. 

10. A public regional corporation to market power from Grand Coulee, Bonne- 
ville, and other Federal projects was first proposed in 1936 by the Pacific North- 
west Regional Planning Commission in a 192-page report to the President. 

11. Having in mind this original corporate proposal, Congress wrote into the 
Bonneville Act of 1937 the language: “The form of administration herein estab- 
lished for the Bonneville project is intended to be provisional pending the estab- 
lishment of a permanent administration for Bonneville and other projects in the 
Columbia River Basin.” 

12. The bill retains the traditional preference or antimonopoly clause. 

13. As one step in insuring the adequacy of power supply and in preventing 
future power shortages the bill requires: “the Corporation shall be responsible 
for preparing and presenting to the Congress advance programs for construction 
of such projects and other facilities as will meet the anticipated net power re- 
quirements of the Pacific Northwest.” 

14. The bill does not concern itself with whether power is sold locally by public 
or private utilities. The Corporation may serve all comers. 

15. The bill avoids the controversial approach of both the interstate compact 
and the Columbia Valley Authority. 

16. The Corporation is required to conform to strictly defined standards and 
goals of comprehensive, multiple-purpose conservation of water resources. It is 
required to construct fish ladders. It will continue present subsidies to irrigation. 


ExHrsitT 23 
A CONSUMER POWER POLICY 


Revised and adopted November 6, 1957, by the Northwest Public Power 
Association 


Your legislative commitee respectfully submits this recodification of North- 
west Public Power Association resolutions as taken from the minute books cover- 
ing 86 business meetings the past 17 years. Some 280 resolutions have been con- 
solidated into a draft about one-tenth the original bulk. 

The consumer-owned electric systems of the Pacific Northwest have a public- 
utility responsibility to serve 2 million people with an abundant supply of elec- 
tric energy at the lowest possible cost, consistent with sound business practices 
and with comprehensive development of natural resources. These four goals 
occur repeatedly in the resolutions. Because they appear as four sides of a 
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unified, consumer-minded policy, we are submitting as a suggested title for this 
report: “A Consumer Power Policy.” 

The local consumer power system has been created by the citizens of the 
community for the express purpose of supplying adequate electric power, when 
and where it is needed, at the lowest rates consistent with sound business 
principles. 

Being consumer owned, its customers and its stockholders are one and the 
same, with the result that it has one master and one loyalty—the community 
and its citizens. 

With no conflict between consumer and “stockholder,” and with direct control 
of operating policy by the people it serves, the local consumer-owned power 
system is in an unequaled position to serve the community. 

All Americans, as consumers and citizens—laborers, farmers, housewives, 
manufacturers, bankers, merchants—have a fundamental interest in the produc- 
tion, distribution, and utilization of the power resources of our Nation. Abun- 
dance of low-cost electrical energy or its scarcity and consequent high cost affect 
the standards of living of all, and the productivity and strength of our Nation 
itself. It is so vital to all our citizens, to a full production economy, and the 
national welfare that the assurance and provision of an abundant supply at 
lowest possible cost is a public responsibility. 

Assurance of an abundant supply requires the prompt and orderly develop- 
ment of our Nation’s power resources. Assurance that the American publie will 
receive the undiminished benefit of such development requires a positive program 
of public generation, transmission, and distribution reaching all the way to the 
public, whenever and wherever necessary. 


I. MOTTO OF THE NORTHWEST PUBLIC POWER ASSOCIATION 


To provide the best possible electric service at the lowest possible cost con- 
sistent with sound business principles. 


II, ONE CENT POWER ACHIEVEMENT AWARD 


Resolved that the membership authorize a utility award for those Pacific 
Northwest consumer-owned utilities whose average residential rate for any 
salendar year is 1 cent or less per kilowatt-hour. For calendar year 1956 there 
were 19 qualifying utilities : 


Vera Irrigation District Forest Grove 
Salem Electric Canby 
Milton-Freewater Monmouth 
Northern Wasco PUD Tacoma 
Tillamook PUD McMinnville 
Grays Harbor PUD Drain 

Cowlitz PUD Cheney 

Grant PUD Grand Coulee 
Clatskanie PUD Cascade Locks 


Lakeview Light and Power Co. 


TII. AWARD FOR ENGINEERING ACHIEVEMENT 


To encourage the most efficient operating practices and excellence of engineer- 
ing in electric generation, transmission, and distribution, and in order to honor 
the foresight, abilities, and contributions to the ideals of consumer-owned power 
systems of Mr. McGuire, we hereby establish the Milton Hunt McGuire engineer- 
ing achievement award. 


IV. PURPOSES OF THE NORTHWEST PUBLIC POWER ASSOCIATION 


Consumer-owned electric utilities must stand and work togeher so our opera- 
tions will be outstanding and successful. 

This organization shall assist consumer-owned electric systems of Oregon, 
Washington, Idaho, Montana, and Alaska to interchange ideas and experience 
for their mutual benefit. 

Article II of the articles of incorporation reads: 

“That the purposes for which this corporation is formed are as follows: 

“(a) To form a nonstock, nonprofit corporation for the purpose of rendering to 
such consumer owned and operated electric light and power utilities in the States 
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of Idaho, Montana, Oregon, and Washington and the Territory of Alaska as may 
subscribe, technical, legal, accounting, financial, purchasing, and other service 
and counsel peculiar to the operation of electric utilities ; 

“(b) To advocate and promote the highest possible efficiency in organization 
and operative methods of local consumer-owned electric utilities ; 

“(c) To render assistance and service in the defense of, or the promotion of, 
any interest common to its members; 

“(d) To educate its members and the public in the principles and policies of 
consumer ownership and operation of electric light and power utilities; and to 
safeguard the principle of home rule; 

“This corporation is one which does not contemplate pecuniary gain or profit to 
the members thereof.” 


V. CONSERVATION AND DEVELOPMENT OF NATURAL RESOURCES 


Second only to the development and protection of its human resources, the 
Nation’s foremost task is the conservation of its natural resources. Conserva- 
tion is the wise use of resources to achieve the greatest good for the largest num- 
ber of people for the longest time. 

All feasible power resources, hydro or other, must be developed as rapidly 
as they can be soundly undertaken. 

River basins should be developed not only for power production but in accord- 
ance with comprehensive, basinwide plans which will assure optimum soil and 
forest conservation, flood control, reclamation and irrigation of land, improve- 
ment of navigation, municipal and industrial water supply, abatement of pollu- 
tion, protection of fish and wildlife, expansion of recreational and cultural facili- 
ties, salinity and silt control, and other benefits. Such development can be 
assured only under public control and with the widest practical participation of 
local public agencies and cooperatives. Outstanding private licenses to exploit 
the public’s hydroelectric power resources should be recaptured as rapidly as 
possible. 

The Federal Power Commission should grant no license to construct a dam if 
such project would be inconsistent with comprehensive development of the river 
basin. 

We urge a continuing investigation of hydro sites and studies of load growth to 
insure sound planning of an adequate supply of power. We urge the Corps of 
Engineers to review its 308 reports every 5 years. 

We favor a positive program for the conservation and development of fisheries, 
wildlife, and recreational resources of the Pacific Northwest and Alaska. We 
urge Congress to investigate the adequacy and appropriateness of the fisheries 
research of the United States Fish and Wildlife Service as these relate to water- 
resources development in the Pacific Northwest. 


VI. HIGH HELLS CANYON DAM IS EXCELLENT PROJECT 


We endorse the high Hells Canyon Dam as essential to the comprehensive 
development of the middle reaches of the Snake River on a multiple-purpose basis 
for flood control, power, navigation, irrigation, recreation, and other purposes 
including river control and downstream power benefits. We favor construction 
by either the Corps of Engineers or the Bureau of Reclamation under legislation 
patterned after the Hungry Horse Project Act with power to be marketed under 
the Bonneville Act. We endorse 8. 555. 


VII. FLOOD CONTROL AND POWER GO IN HAND IN HAND 


Historically the maximum summer flood peak of the Columbia River is 34 
times the minimum winter flow. On average 73 percent of the annual runoff 
occurs in the 6 summer months but only 27 percent of the flow occurs in the 6 
winter months when consumers use the most electricity. 

The Pacific Northwest urgently needs upstream storage projects such as 
Hungry Horse Dam to store wasteful summer flood waters for release in winter 
when Columbia River flow is lowest and when power need is greatest. Upstream 
storage thus serves the double purpose of flood control and power. 

We urge Congress by law to define and authorize the upstream flood control 
and power storage objective for the Columbia River so as effectively to cut in 
half the record 1894 flood of 1,240,000 cubic feet per second at The Dalles to 
about 600,000 cubic feet per second. 
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We oppose the diversion of the Columbia River into the Fraser River. Instead 
we urge Congress to initiate early negotiations between Canada and the United 
States looking toward the full development of the Columbia River as a unit for 
the highest benefit of the people of both nations. 


VIII. INCREASING THE POWER SUPPLY TO MEET DEMANDS 


Federal hydro plants: We endorse the principle of comprehensive development 
of water resources and support dams which meet this test. We oppose dams 
which violate this principle. Under this principle the association has endorsed 
for construction by the Federal Government 39 dams with a capability of about 
16 million kilowatts as follows: 


UNDER CONSTRUCTION 


Ice Harbor Palisades 

Yellowtail Hills Creek 

The Dalles John Day 

McNary Cougar 

Chief Joseph Fort Peck No. 2 
COMPLETED 

Hungry Horse Albeni Falls 

Detroit Canyon Ferry 

Big Cliff Eklutna 

Lookout Point Anderson Ranch 

Dexter Roza 

Chandler 


PROPOSED PROJECTS 


Hells Canyon Libby 

Glacier View Paradise 

Little Goose Nez Perce 

Lower Granite Eagle Rock 

Devils Canyon Blue Lake 

Bruces Eddy Lower Scriver 

Penny Cliffs Green Peter 

Upper Scriver Burns Creek 

Lower Monumental Swan Lake (in Alaska) 


American Falls powerhouse 


The middle Snake River area offers the greatest promise for upstream power 
and flood-control storage available in the United States portion of the Columbia 
River Basin. There is a real need for an adequate study of its ultimate potential 
uses, 

To fill this need we recommend that Congress direct the Corps of Engineers 
to conduct an immediate and thorough investigation and study of the middle 
Snake River and tributaries from below the mouth of the Clearwater River to 
Weiser, Idaho, and to submit to Congress by December 31, 1959, a report with 
recommendations for the full, ultimate, comprehensive, multiple-purpose develop- 
ment thereof as part of the full development of the water resources of the Co- 
lumbia River Basin, including an analysis showing the relationship to fisheries 
and other conservation values, and that pending action by Congress on this re- 
port that no new dams may be built and no new licenses may be granted by the 
Federal Power Commission in this area. 

We endorse in principle the Paradise Dam bill. 

Non-Federal hydro plants: We urge Federal support toward expeditious con- 
struction of non-Federal public dams, including among others Sultan Dam, Priest 
Rapids project, Skagit River projects, and the Cowlitz dams at Mayfield and 
Mossyrock. We have supported two dams now completed, Box Canyon Dam and 
redevelopment of Rock Island Dam. 

The only dams opposed by the Northwest Public Power Association are the 
small alternative projects which would conflict with and prevent construction 
by the Federal Government of the Paradise, Nez Perce, and high Hells Canyon 
Dams and result in gross underdevelopment of the potential water power thereby 
violating the principle of comprehensive development. The officers of the asso- 
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ciation are authorized to intervene before FPC in opposition to such alternative 
projects. 

Federal steam plants: We recognize the authority of the Congress to build 
fuel-burning generating plants. Under this principle we have endorsed the Ful- 
ton steam plant for TVA. We also favor Bonneville Power Administration 
building 400,000 kilowatts of fuel-burning electric plants. 

Federal atomic generating plants: We urge the continued public control by 
the Government of the United States over atomic energy and we also urge Con- 
gress to authorize the construction of Federal atomic electric generating plants. 


Ix. FEDERAL LAWS ESTABLISH MARKETING PRINCIPLES 


The high-water mark of Federal hydroelectric legislation is section 5 of the 
Flood Control Act of 1944 which sets forth four historic principles: 
(a) To encourage the most widespread use of electric energy 
(b) At the lowest possible rates to consumers 
(c) Consistent with sound business principles 
(d) With preference to public bodies and cooperatives. 


X. PREFERENCE CLAUSE FAVORS LOCAL CONTROL 


We recognize the so-called preference and priority clause of the Federal power 
statutes as a home-rule clause which preserves the right of home rule for co- 
operatives and local units of government. Since the rivers of the Nation be- 
long to the people, it is fitting that the public should have first call on publicly 
generated electricity. As the owners of the waterpower the general public has 
the right to the undiminished benefits of the resultant energy at cost and without 
the imposition of private utility toll charges and monopoly control. 


XI. SOUND ENGINEERING LEADS TO SOUND INVESTMENT 


A sound Federal power program requires a close coordination of three factors: 

(a) Continuing load studies: To provide careful estimates of future electrical 
loads including not only predictable loads, but also contingencies and operating 
reserves. 

(b) Engineering studies: To plan the construction of facilities for generating 
and transmitting power and delivering it at each load center at the proper 
voltage when needed. 

(c) Congressional appropriations: To advance capital investment to build 
facilities to meet energization dates. 

If the load studies and the engineering studies are sound, we believe that the 
appropriations should follow as a matter of course and as a matter of sound 
business investment. 

Greatest economy and most effective use of power supply require interconnec- 
tion of the various electric powerplants within a region and their connection 
with the various load centers of the region by means of high-voltage transmission 
lines. These transmission lines are the essential generator-to-market roads 
without which limited groups can bottle up a Federal dam and by such monopoly 
render it a captive dam whose power must be sold at sacrifice prices. The carry- 
ing out of the Federal power statutes and in particular the preference or anti- 
monopoly clause depends primarily upon Federal transmission lines. 


XII. FEDERAL TRANSMISSION LINES TO CARRY OUT THE LAW 


We urge Congress to construct transmission and substation facilities to inte- 
grate Federal power projects to achieve maximum firm power and to transmit 
such power to the load centers of public bodies and cooperatives at their required 
voltage. 

Specifically we urge the construction of transmission lines from Fort Peck Dam 
to Yellowtail Dam to Canyon Ferry Dam to Great Falls and Anaconda. We are 
in favor of a Federal 230,000-volt line to Klamath Falls, the 230,000-volt Kitsap 
cable, a line from McNary Dam to the high Hells Canyon Dam site and a line 
through southern Idaho to interconnect with Anderson Ranch Dam, Milner 
Dam, Minidoka Dam, American Falls Dam, Palisades Dam, and Anaconda. 

We oppose the sale of energy from Federal projects at the bus bar. We oppose 
any legislation to permit marketing of energy by the Federal Power Commission. 

We favor the policy of Congress in limiting the marketing authority of Federal 
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agencies to wholesale accounts. Furthermore, we believe that no Federal 
marketing agency should sell power to private industries within the distribution 
area of any public body or cooperative unless expressly requested by such public 
or cooperative body. 

We urge Congress to enact legislation and we urge the Federal administrative 
agencies to permit no power sales or exchange contract nor grant any easement, 
license or right-of-way over public lands to any electric company unless said 
company agrees to make available the excess capacity of its transmission system 
for wheeling to preference customers. 


XIII. ELECTRIC POWER AT COST 


We favor financing of Federal power facilities on a self-liquidating basis pro- 
viding for repayment of power investment together with interest over a 50-year 
period on a modified service-life basis. 

We oppose any unjustified increases in power rates over those necessary to 
meet actual costs. Many schemes have been advanced for artificially increasing 
power rates, including the criteria and ground rules used by various Federal 
agencies. 

We urge Congress to establish uniform criteria for evaluating multiple-purpose 
power projects based on actual anticipated service of each category of investment 
as set forth in Bulletin F of the Bureau of Internal Revenue including 150 years’ 
service life of dams. Specifically we urge that these criteria be applied uniformly 
for (a) depreciation, (b) accounting, (c) benefit-c:st ratio, (¢) al.ocation of 
costs, and (e) for determining and insuring full river-basin development. 

We oppose increasing power rates by the levy of additional taxes. We oppose 
any taxes on interest from electric revenue bonds. We oppose taxation of govern- 
ment at any level by government at any other level. We believe an electric utility 
is not a proper tax-collecting device, particularly for hidden taxes. We likewise 
oppose the imputation of taxes or the use of “taxes forgone” in evaluating pro- 
posed Federal hydroelectric projects. No dam or utility pays taxes, only the con- 
sumers pay taxes. 

We oppose the proposal that Federal agencies owning downstream dams pay 
upstream storage charges to private utilities. We urge retention of section 10 
(f) of the Federal Power Act as it now stands. We urge FPC to expedite its 
determination of downstream benefits due in the Columbia River Basin. 

We favor a rate of interest at Federal projects equal to the average cost of 
money to the Government. When national considerations delay a project, the 
excessive interest during construction should not be included as a cost. 

We urge Congress to investigate the Nation’s monetary policies and the causes 
of high interest rates. 

The cost allocations at McNary Dam are unreasonable. Navigation has been 
grossly underevaluated. 

We endorse the principles of the Trimble bill as regards cost allocations and 
other factors in Federal power rates. 

We favor amending the Bonneville Act to permit the Administrator to purchase 
power under contract and under appropriate standards in order to increase firm 
power supply provided that no steam power should be bought unless it can be 
merged with hydro and sold without increasing the average system power cost or 
can be sold on a reimbursable basis. 

No power should be sold outside the region without the right of first refusal 
at the same rate within the region. 

We urge Congress to provide for reimbursement of consumer-owned electric 
systems when they must move poles incident to highway construction. 

We favor amendment of the Federal Administrative Procedure Act to insure 
the right of public hearings and court review relative to cost allocation and rates. 

We adopt the five-page report dated April 11, 1956: of our wholesale rate 
committee in commenting on the Ford, Bacon, and Davis report on BPA rates. 


XIV. SUPPORTING IRRIGATION 


We endorse a positive irrigation program in the Pacific Northwest as required 
by national demand for agricultural produce, provided that when any capital 
costs of such projects, which are beyond the capacity of the water users to poy, 
are to be subsidized from power, the following principles and policies should be 
observed, especially in any proposed legislation for a Columbia Basin account: 

(a) Irrigation projects shall not be authorized unless each proiect shows a 
clear feasibility when direct and indirect benefits and costs are evaluated. 
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(b) In evaluating benefits Congress shall limit the inclusion of indirect benefits 
up to the point of equaling the direct benefits. 

(c) The water user shall be required to reimburse the Government for the 
Federal costs in a ratio not less than the direct benefits bear to the total benefits. 

(d) The subsidy from power is to be limited to that portion of the irrigation 
cost which the indirect benefits bear to the total benefits. 

(e) Any subsidy to irrigation shall not increase power rates during the 50-year 
period for repayment of power investment. The payment shall be made com- 
mencing after the 50th year of project completion. 

(f) No subsidy shall be assessed against existing projects except as already 
provided by law. 

(g) No subsidy shall be allowed for irrigation operation, maintenance, and 
administrative costs. 

(A) Power used for irrigation shall be charged at cost. 

(4) When power users must subsidize irrigation, it is our view that the interest 
on the related power investment shall be likewise credited toward repaying irri- 
gation investment. 

(j) We oppose any increase in Grand Coulee power cost for the purpose of 
subsidizing irrigation projects other than the presently authorized Columbia 
Basin project. 

XV. REGIONAL POWER AGENCY ENDORSED 


To open new avenues of agricultural and industrial opportunity and to pro- 
vide increased employment for an expanding population by accelerating the rate 
of power development we urge that Congress create a regional public organiza- 
tion to carry forward the Northwest power program on a basis of assuring (1) 
an adequate power supply (2) at the lowest possible rates and (3) consistent 
with comprehensive development of the waterpower resources of the Pacific 
Northwest. Specifically we endorse the sixth preliminary draft of the Bonne- 
ville Act Amendments bill, which provides, in addition to the above, for adop- 
tion of the following : 

(a) Retention of the principles of the Bonneville Act. 

(b) Adoption of capital budgeting under the Government Corporation Con- 
trol Act. 

(c) Adoption of actual service life for projects. 

(d) Permit the Corporation to use its own revenues. 

(e) Impose upon the Corporation a public-utility responsibility for providing 
an adequate regional power supply. 

(f) Establish the Corporation as the marketing agency for power from all 
Federal dams in Montana, Idaho, Oregon and Washington. 

(7g) Use interstate compact so the 4 States may take over the Corporation or 
elect 4 of the 5 directors. 

(h) Corporation succeed to Bonneville Power Administration. 

(i) Issuance of revenue bonds. 

(j) Use of tentative cost allocations. 

(k) Provision for congressional control over new projects. 

Our interest in a regional power agency is of long standing. On the date it 
was founded January 31, 1941, the Northwest Public Power Association adopted 
its first resolution to urge Congress to form a “Federal nonprofit corporation 
for the wholesale marketing of Columbia River power; that the control of policies 
and management * * * be vested in a board of directors [of which] a major- 
ity * * * shall be appointed by public bodies operating power systems and the 
balance to be appointed by the Federal Government.” 

We endorse the Kerr bill for TVA self-financing. 

We oppose the present draft of the proposed interstate compact involving the 
control or allocation of electric power in the Pacific Northwest. 

We endorse the Hoover Commission recommendation to transfer navigation 
and flood-control functions of the Corps of Engineers to the Department of the 
Interior. We further urge that the Department of the Interior be reorganized as 
the Department of Natural Resources. 


XVI. RURAL ELECTRIFICATION SUPPORTED 


We urge Congress to make available adequate appropriations for use as 
capital loan funds to REA borrowers including loans for generation and trans- 
mission cooperatives, and adequate funds for administration and for research 
in power use. 
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We urge amendment of REA Act to permit a 50-year repayment period when 
funds are used for longer life projects. 

We urge Congress to enact legislation to restore REA to the status of an in- 
dependent agency. 

We oppose the Hoover Commission recommendation to abolish the Rural Elec- 
trification Administration and transfer its functions to a Government corporation 
which would borrow its funds by the sale of long-term bonds. We oppose any 
attempt to increase the REA interest rate above the present 2-percent level. 

We commend the rural electric cooperatives and utility districts of the Pacific 
Northwest for doing a fine job of rural electrification serving the people whom 
the private utilities refused to serve. For these same private monopoly corpora- 
tions now to turn upon these cooperatives and utility districts and pirate their 
better consumers is outrageous. 

We endorse the right of our cooperatives and districts in serving any and all 
electric consumers or potential consumers in their chosen service area. We de- 
plore the delivery of any Federal power to any private utility for the purpose of 
pirating consumers from a consumer-owned electric-distribution system. 


XVII. REGULATION OF PRIVATE UTILITIES IS TOO LAX 


We recognize that private electric companies in performing public-utility func- 
tions are operating as monopolies under special privileges granted by the various 
units of government. They are given governmental power to condemn private 
property, they are granted franchises and certificates of convenience and necessity 
and are given the use of highway right-of-way. 

We recommend that the Congress order a searching investigation of the 
electric utility industry in the following respects: 

(a) To determine the effectiveness of government regulation. 

(b) To determine the extent of propaganda, political, and lobbying activity 
of the private electric companies. 

(c) To determine the efforts being made by the companies to thwart and dis- 
credit consumer-owned electric systems. 

(ad) To determine the extent to which the Public Utility Holding Company Act 
has been carried out by SEC. 

(ce) To determine the extent to which the industry is meeting its public-utility 
responsibiblity. 

There must be immediately established at every level of private utility opera- 
tion a thorough and continuing investigation of all expenditures of moneys by 
power monopolists for propaganda, lobbying, political activity, or corruption of 
public servants or institutions. Regulatory bodies, law-enforcement agencies, 
legislatures, and the Congress itself must discharge their duty to the American 
people to expose, punish, and publicize unethical, immoral, or illegal practices on 
a vigorous and continuing basis. There must be immediate and continuous action 
to assure that benefits of tax concessions, accelerated amortization subsidies and 
similar windfalls to private companies reach consumers and that inflated valu- 
ations, watering and inefficiency are not charged in expense. 

We oppose the merger of private utility corporations in the Pacific Northwest 
as being contrary to the public interest and as encouraging monopoly. We oppose 
any amendment of the Public Utility Holding Company Act of 1935 so as to 
exempt from regulation such proposed supergenerating corporations as the Pacific 
Northwest Power Co. 

We urge Congress to direct the Federal Power Commission to require account- 
ing adjustments removing from the utility rate base all net plant investment 
which has been written off under accelerated amortization and liberalized depre- 
ciation. We also urge Congress to investigate SEC, FPC, and the Bureau of 
Internal Revenue in regard to lax accounting and tax administration involving 
private utilities. 

We urge the improvement of corrupt-practices laws so as to prohibit the use 
ef rate-payer funds for lobbying, propaganda, political activity and to influence 
elections on the part of private electric corporations. 


XVIII. DAMS NEEDED FOR NATIONAL DEFENSE 


We consider an adequate supply of electric power as a critical element in the 
national defense. The present nationwide power shortage is indication of mili- 
tary weakness and unpreparedness. In the recent war, the strength of our 
enemies and of our allies was largely in proportion to their supply of electric 
energy. 
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We note that our War Production Board translated large military orders into 
electric power demand and then ordered the building of defense plants in areas 
where electric energy either was available or could be made available. The 
Board regarded power supply as more important than any other production 
factor except manpower. Under the War Production Board we installed the 
remaining Bonneville Dam generators and diverted two Shasta Dam generators 
to Grand Coulee. This was done for increased war production. We believe this 
Nation, strictly from concern for national defense, should always have a reserve 
of at least 15 percent above peak loads. We deplore the lack of a national mili- 
tary policy providing for adequate power supply. 

To correct this deficiency we urge that Congress by law require the Secretary 
of the Defense, through the National Security Resources Board end in coopera- 
tion with other agencies, to conduct continuing surveys of our energy require- 
ments for war production and to make annual reports to the President and 
Congress with recommendations for meeting such electrical requirements. 


XIV. POWER BUSINESS IS PUBLIC BUSINESS 


The furnishing of electric energy is the second most important public-utility 
function of government, second only to the furnishing of safe domestic water 
supply. 

Consumer-owned power systems have had a profound effect upon this industry, 
acting as a bridge between the people and their power resources. These systems 
have served as a yardstick of performance in low rates, good service, rural elec- 
trification, responsiveness to the public will and as advocates of sound conserva- 
tion of natural resources. 

Consumers from all walks of life have a vast stake in an abundance of low- 
cost electricity. 

Suggestions for the improvement of this consumer policy statement should be 
sent to the Northwest Public Power Association, Vancouver, Wash. 


EXHIBIT 24 | 


BIBLIOGRAPHY OF SELECTED REFERENCES RELATING TO DEVELOPMENT OF THE Co- | 
LUMBIA RIVER SUBMITTED BY THE NORTHWEST PUBLIC POWER ASSOCIATION IN 
TESTIMONY ON §. 3114 


1. House Document 103, 73d Congress, 1st session, Columbia River and Minor 
Tributaries, ordered printed June 10, 1933, in 2 volumes, 1,845 pages. (This is 
the first 308 report). 

2. House Document 531, 81st Congress, 2d session, Columbia River and Tribu- 
taries, Northwestern United States, ordered printed March 20, 1950, in eight 
volumes, 4,826 pages plus plates. 

3. Regional Planning, Part 1—Pacific Northwest, 192 pages, May 1936, Na- 
tional Resources Committee. (This sets forth the case 22 years ago for a public 
electric regional corporation. ) { 

4. The Report of the President’s Water Resources Policy Commission, 1950, i 
three volumes. See especially: 

Volume I: Introduction, A National Water Resources Policy, Including 
Summary of Recommendations, pages 1-18, including recommendations on 
hydroelectric power No. 57-63 on page 16; 

Volume II: Chapter 8, Elements of a Plan for Full Development of Co- } 
lumbia Basin Water Resources, pages 69-77. 

5 and 6. Upper Columbia River Development, joint hearings before the Com- 
mittee on Interior and Insular Affairs and Committee on Foreign Relations, 

United States Senate— 

Hearings, 1956: March 22—-May 23, 1956. (See testimony of Northwest 
Public Power Association and numerous exhibits on Columbia River devel- 
opment, pp. 231-298, 354.) 

Hearings, 1958: April 1958. (See testimony of Northwest Public Power 
Association and numerous exhibits on Columbia River development.) 

7. Is a Preference Among Distributors of Federal Power Justified? Proceed- 
ings of the first annual water resources conference, July 20-21, 1956, p. 207, 
including bibliography, Montana State University, Missoula, Mont. (This in- | 
cludes 3 papers for and 3 against the preference clause. ) 
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Exursit 25 


List OF APPENDIXES (FOR THE FILES OF THE COMMITTEE) TO ACCOMPANY TEs- 
TIMONY OF THE NORTHWEST PuBLIC POWER ASSOCIATION RELATIVE TO S. 3114 


1. Preliminary draft of August 16, 1954, of Columbia River Development Cor- 
poration, a bill, printed 6 pages, plus prefatory comments. 

2. Second preliminary draft of October 1954 of Columbia River Development 
Corporation, a bill, printed 6 pages, plus news release of October 14, 1954, out- 
lining the background of the bill, plus editorial, Progress Report on Columbia 
River Development Corporation Bill. 

3. Third preliminary draft of March 1955 of Columbia River Development 
een a bill, printed pages, plus notes, plus news release of February 24, 

ede. 

4. Fourth preliminary draft of January 1957 of Columbia River Development 
Corporation, a bill, printed pages, plus article, Background Facts on Regional 
Power Bill, plus news release of January 13, 1957. 

5. Fifth preliminary draft of March 1, 1957, of proposed amendment of the 
Bonneville Act, printed 6 pages. 

6. Sixth preliminary draft of September 1, 1957, of proposed amendment of 
the Bonneville Act, printed 6 pages. 

7. Seventh preliminary draft of January 10, 1958, of proposed amendment of 
the Bonneville Act, printed 6 pages; text is same as S. 3114. 

8. Address of Senator Richard L. Neuberger in the United States Senate, 
January 23, 1958, upon introducing S. 3114, together with accompanying news- 
paper articles and later extensions of remarks, reprinted 8 pages. 

9. Annual 1957 report, United States Columbia River Power System, Bonne- 
ville Power Administration, Portland, Oreg. 

10. Statement of Northwest Public Power Association, urging regional power 
corporation, presented to Hoover Commission task force on water resources and 
power, June 28, 1954, at Portland, 21 pages, mimeographed. 

11. Reprint of Portland Oregonian article, Public Power Association Asks 
New Agency Take Over BPA, of June 30, 1954, and editorial, Fixed Ideas on 
Power, of July 1, 1954, as reprinted in July 1954, the Pacific Northwest Public 
Power Bulletin. 

12. Regional Power Agency Endorsed, article in June 1954, the Pacific North- 
west Public Power Bulletin, toegther with “Basic Fundamentals,” a statement 
of the Washington PUD Association, and also a favorable resolution of the 
National Hells Canyon Association. 

13. Articles and editorials on regional corporation bill based on public release 
of draft No. 2 on October 14, 1954. 


STATEMENT OF Gus Norwoop, ExEcuUTIVE SECRETARY, NORTHWEST PUBLIC POWER 
ASSOCIATION, RELATING TO 8. 2206 


A significant and broad test of the merits of 8. 3114 is that its enactment 
should effectively solve the problems and should allay the fears which gave 
rise to the introduction of S. 2206. We submit that enactment of 8. 3114 would 
make S. 2206 unnecessary. We respectfully urge that the committee indefinitely 
postpone 8. 2206, 

In partial support of this recommendation we submit five points : } 

1. At page 6, line 14, of S. 3114 we have spelled out a new purpose or objec- 
tive for the Columbia River Development Corporation over and above the goals 
and authority of the Bonneville Project Act. The added objective is: “* * * to 
promote the diversified economic and industrial development of the several 
States in the basin * * *.” 2 

It will be recognized that this language is taken from S. 2206. To this extent 
we are in agreement with the objective of S. 2206. We are not in agreement as 
to the means for achieving the objective. Rather than legislating to avoid 
specific individual adverse effects of a power shortage, we prefer to create the 
instrumentality to assure permanently an abundant power supply. 

Specifically we do not think weakening the antimonopoly or preference clause 
will facilitate industrialization. Indeed we are fearful that any weakening 
of the antimonopoly clause will hurt the region’s prospects for encouraging 
private free enterprise. What is needed is an improvement as set forth in §S. 


28333—58——9 
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3114 of the methods of financing and administering the Columbia River Power 
System. 

Although we concur with the purposes of S. 2206, we are not in agreement 
with the means set forth in S, 2206 because of their vagueness, their ambiguity, 
and their dependence on the creation of new discretionary power in the hands 
of the Secretary of the Interior 3,000 miles away. The greatest danger in S. 
2206 is that it would create a vast new area of authority for the Secretary of 
the Interior to decide where and when and how much and what kinds of indus- 
tries might be established in the region. 

In contrast we prefer to see this regional power enterprise conducted on the 
basis of making adequate power available anywhere in the region. We would 
prefer that any industry have full and free choice to locate anywhere and any 
time in the service area of the Corporation. 

We conceive of an adequate power supply as a fundamental public service. 
In the increasingly electrical civilization in which we live, we believe that 
access to such service is so basic and essential a right that it cannot safely be 
concentrated in the hands of a single individual or group. 

Therefore we do not wish to see created the new and vague discretionary 
authority in the hands of the Secretary of the Interior to decide which industries 
would qualify under the language “will best promote the diversified economic 
development.” We not only believe in private free enterprise, we would like to 
see it encouraged and practiced. 

If we wish to encourage private free enterprise, we should provide freedom 
of choice in industrial development. May we again emphasize that an in- 
separable element in such freedom of choice is a genuine freedom of access to 
an adequate supply of electric power. 

2. At page 5, line 11, of S. 3114, we provide a major means or procedure for 
implementing the broad policy of promoting the “diversified economic and in- 
dustrial development of the several States in the basin.” 

The implementing language starting at line 11 reads: 

“* * * the corporation shall be responsible for preparing and presenting to the 
Congress advance programs for construction of such projects and other facilities 
as will meet the anticipated net power requirements of the Pacific Northwest.” 

This language means that the Corporation has a planning-policy mandate or 
objective. It must prepare and submit to Congress an advance program. With- 
out spelling this out in detail we mean a 6- or 10-year program such as the 
Bonneville Power Administration has been preparing in the past. 

The important new language here lies in the words “meet the anticipated 
net power requirements.” This means that in making its load forecasts the Cor- 
poration is to add up the region’s anticipated power resources, subtract the 
power loads, and determine the difference. This difference will be the “antici- 
pated net power requirements.” The Corporation shall then submit an advance 
program to meet any and all power deficiencies anticipated. 

The word “requirements” is not qualified or limited. It means all loads. It 
means and includes any industrial plant that wants power. 

Thus the combination of these two provisions at pages 5 and 6 of S. 3114 
include not only the objective of S. 2206 but an important means for achiey- 
ing that objective. 

3. Before the Corporation can proceed to sell any power to any new indus- 
trial plant, some provision must be made to plow around the existing anti- 
industry provisions of the 20-year private-utility contracts which the Secretary 
of the Interior required BPA to sign in 1953. 

This barrier is removed by means of the language at page 32, line 10, of 
S$. 3114, which reads: 

“That in the sale or disposition of energy from any project hereafter con- 
structed, the Corporation shall not be bound by the provision of any contract 
which purports to restrict sales for industrial pumposes in any manner not ex- 
pressly provided for by this Act.” 

The anti-industry provisions of the 20-year contracts are quite complex. These 
provisions have done and will do immeasurable harm to the region. They must 
be set aside. The provisions are probably illegal but no test case has been 
brought by the Administration because the Administration itself believes in the 
anti-industry policy which the private utilities demanded in the 1953 contract 
negotiations. 

We do not propose abrogation of the 20-year private utility contracts. How- 
ever, these contracts are so bad and so completely without a quid pro quo or 
legal consideration that a court of law might well find that the contracts are 
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not valid. The contracts may well be found illegal because they do not accord 
with the provisions and objectives of the Bonneville Project Act, the Flood 
Control Act of 1944, and other laws. However, we have taken the mild ap- 
proach in drafting S. 3114 of merely setting aside the anti-industry provisions 
of the 20-year private-utility contracts with respect to new power projects. 

At this time it is suffcient for the Northwest Public Power Administration to 
charge the administration of Secretary McKay, Under Secretary Tudor and 
Solicitor Clarence Davis, and the private utility corporations with the full 
responsibility for the devastating effects of the 20-year private utility contracts 
in stopping dead in its tracks the industrial development of the Pacific North- 
west. 

Because these provisions are complex we wil! treat them in more detail later 
in our testimony. 

4. We urge the indefinite postponement of S. 2206 because of our view that 
the overall effect of the enactment of 8, 3114 will be fully and adequately respon- 
sive to the fears and problems which gave rise to the introduction of S. 2206. 

The overall effect of 8. 3114 is to improve the adequacy of power supply in the 
Pacific Northwest to all, including industries. This effect is achieved by improv- 
ing the methods of financing and by improving the methods of administering 
this power enterprise. To the businessman the enactment of S. 3114 with its 
basic authority to issue bonds to meet the “net anticipated power requirements” 
will serve as assurance to that businessman as he makes his own long-range plans. 
He should be able to go to the Corporation directly or to any of the distribution 
customers of the Corporation and be able to obtain firm commitments to such 
future power supply as he needs. 

The present inadequacy of the Bonneville Act lies in its limited approach to 
the power needs of the region. In the Bonneville Act the Congress originally was 
seeking nothing more than a marketing machinery for disposing of some surplus 
power. This conception and the other objectives of the act are broadened and 
the means for their achievement are strengthened by S. 3114 so that the power 
planning and scheduling of the Corporation is geared effectively to the ‘‘net 
anticipated power requirements” of the region. 

5. We must respectfully object to S. 2206 on the further ground that it weakens 
the fundamentally sound public policies which underlie the antimonopoly or 
preference clause. 

The wisdom of the preference clause is reflected in the great number of times 
that Congress has enacted its provisions since 1906. The clause is documented 
in some of the great historic debates of the Congress, most recently in connec- 
tion with the Niagara bill, excerpts from which are attached for the files of the 
committee. A partial documentation of the wisdom of the policy is set forth 
in the proceedings of the First Water Resources Conference of June 1956 at 
Missoula, Mont. I participated in that conference and also provided the bibli- 
ography which appears in the published proceedings. The case for the prefer- 
ence Clause is so vast that an entire new and much broader hearing would be 
required to do justice to this policy. 

There are other factors which we would cite in a more detailed hearing, how- 
ever, for these five reasons we urge the indefinite postponement of S. 2206. 





MEMORANDUM 


To: Pacific Northwest delegation in Congress. 
Subject: Restriction against industry in the 20-year power contracts granted 
to the private utility corporations by the Secretary of the Interior. 

1. The purpose of this memorandum is to analyze the effect of the private 
utility 20-vear contracts. These contracts have had a most adverse effect upon 
normal industrial growth in the Pacific Northwest. These contracts were en- 
tered into by the Secretary of the Interior with five private utilities in late 1953. 

2. Our reasons for preparing this memorandum are, first, we find these con- 
tracts are causing serious damage to the economy and normal economic growth 
of the Pacific Northwest; second, we think these contracts are illegal; third, we 
are exercised by the false charges of the private utilities that the preference 
clause of the Bonneville Act and other Federal laws is the real reason for the 
sharp reduction in economic and industrial growth of our region; fourth, we 
find the private utilities have instituted a misleading campaign aimed at creat- 
ing animosity between Washington and Oregon; fifth, we find the Secretary of 
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the Interior in ordering and signing these contracts has discriminated in favor 
of private utility monopoly corporations. Because we find these contracts to be 
against the public interest, we must urge that they be amended or set aside. We 
intend building a public record to this end. 

3. Each contract, in addition to making provision for selling power to a private 
utility, also contains drastic restrictions and limitations under which the Secre- 
tary of the Interior prohibits the Bonneville Power Administration from selling 
power for industrial use except on certain conditions. 

4. The effect of these contracts may be summarized as preempting all power 
from Federal projects, past, present and future, for purchase by private utilities 
in preference to industrial concerns. 

5. The practical legal effect of the contracts is that, whenever, a new dam 
is hereafter authorized and built by the Federal Government in the Pacific North- 
west, these private utilities will have priority over industry for the power. 

6. The economic effect of the contracts tends to freeze the industrial devel- 
opment of the Northwest at close to 1953 levels. 

7. In the discussion which follows it must be understood that under the De- 
partment of the Interior reorganization plan, all of the authority in the Bonne- 
ville Act and similar laws has been transferred to the Secretary of the Interior. 
One of the first acts of Secretary Douglas McKay was to take unto himself and 
to assert all this authority. The 20-year contracts were granted by the Govern- 
ment in 1953 upon the order of the Secretary of the Interior. 

8. It should alsc be emphasized that the Bonneville Power Administration 
staff had little to do with the policy decisions in these contracts. Even the legal 
decisions were made directly by Department of the Interior Solicitor Clarence 
Davis. These contracts are therefore identified as those of the Secretary of 
the Interior in his capacity as Bonneville Administrator. 

9. For some time prior to the execution of these contracts, representatives 
of the utilities had been critical of all sales of power to aluminum companies 
and electroprocess power users. They criticized BPA for selling power to such 
companies upon the theory that the economy of the Northwest would be served 
better by other kinds of industries. Pursuant to this criticism, the contracts 
embodied restrictions against the sale to any industry; either aluminum com- 
panies, electroprocess or any others, by direct sale. 

10. The restriction of direct industrial sales by the Secretary of the Interior 
(BPA) was set up in the following manner: Section 3 of the contracts pro- 
vides that nothing therein shall be construed to modify or change any existing 
contracts of the Government (BPA) with industrial purchasers. 

11. Section 5 (c) defines “industrial requirements” for the next 20 years after 
the execution of the contracts to mean the total number of kilowatts presently 
contracted to industries, and sets up a schedule showing that 1,052,460 kilowatts 
are under contract to these specifically named industrial companies. 

12. The contracts pretend to preserve the rights of these companies to the 
amounts of power already sold to them; but it should be recognized that the 
new contracts with private utilities could not set aside, change or modify exist- 
ing contracts with third parties under any circumstances. 

13. Section 7 (b) requires that the Secretary of the Interior (BPA) will not 
hereafter enter into any agreement which will require it to make firm power 
available to any industry, other than those listed and the amounts specified in 
the schedule, unless the Secretary of the Interior (BPA) is first able to supply 
to the private utilities 1,500,000 kilowatts of firm power. 

14. The amount of 1,500,000 kilowatts of firm power for the private utilities 
is set up in section 17 of the contract. A small amount of industrial power is 
also authorized, this being not to exceed 70,000 kilowatts of firm power to be 
sold to industrial customers after the first 500,000 of the 1,500,000 has been 
made available to the utilities. 

15. Subsection 7 (b) and section 17 are quoted in full at the end of this 
statement. 

16, It must be observed that the normal load growth of preference agencies 
under the law must be met each year ahead of the commitment of 1,500,000 kilo- 
watts to private utilities. Under the load growth anticipated, there is virtually 
no possibility that the Federal projects in the Pacific Northwest will, at any time 
in the next 20 years, be capable of meeting all of the requirements of preference 
agencies, the 1,052,460 kilowatts of industrial commitments now under contract. 
and also 1,500,000 kilowatts of power for the private utilities. Therefore, all 
future construction of Federal projects above that necessary to meet the needs 
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of preference agencies will be earmarked under these contracts for the privately 
owned utilities. 

17. This is a contractual priority given by the Secretary of the Interior (BPA) 
to the private utilities over all industries which might be established in the 
Pacific Northwest as direct contractors for Federal power. 

18. It should also be observed that the private utilities could not at present 
absorb the full commitment of 1,500,000 kilowatts. Except for a period in fiscal 
year 1952-53, BPA has for years been meeting their full requirements for firm 
power which up to the present time have not reached even 500,000 kilowatts. 

19. Furthermore, these contracts also embody rigid restrictions on the sale 
of power to distribution agencies for resale to industrial companies. These 
restrictions are applied in the following manner. Section 6 (a) provides that 
the Secretary of the Interior (BPA) will not furnish the private utilities 
themselves firm power for any new industrial customers if this service would 
increase the utility’s firm power requirements more than 10,000 kilowatts in 
any one year. This is a restriction even against resale of Federal power to 
industry by the privately owned utilities. 

20. Section 6 (c) provides that when the Secretary of the Interior (BPA) 
makes estimates of the requirements of public and cooperative agencies, he 
will not include firm power needed by any public and cooperative agency in order 
to meet the needs of any industrial consumers not being served at the time 
these contracts became effective, nor for any additional service to an industrial 
customer of such a public agency then being served, if this service would 
increase the requirements of the public agency by 10,000 kilowatts or more in 
any one year. 

21. It is also provided in section 6 (c) that the Secretary of the Interior 
(BPA) will not include firm power for service by public agencies to industrial 
customers, even for an amount less than 10,000 kilowatts, unless he has given 
written notice to the private utilities at least 5 years before the period in which 
such amounts of power will be needed by such an industry. 

22. There are exceptions to these contractual provisions which are quite 
inconsequential. For instance, there is an exception in section 7 (c) (3) which 
would allow the Secretary of the Interior (BPA) to sell electric energy to any 
industrial customer if the agreement is made for the purpose of carrying on 
any geographical preference in the use of electric energy as provided by law. 
In this same subsection, it is provided that if one of the industrial customers 
listed in the schedule above referred to surrenders its contract, or any part 
thereof, the power may be made available to some other industrial customer 
if it is already a customer of the Government. Another subsection (7) (c) (5) 
enables the Secretary of the Interior (BPA) to sell provisional or replaceable 
energy to industrial concerns, but the private utilities are waging a continuous 
“cold war’” against the use of the provisional clause. 

23. These anti-industry contracts also contain strict limitations on the sale 
of interruptible power to industries. The practical effect of these provisions 
has most adversely affected the operation of the industries under their present 
interruptible power contracts. It has forced the shutdown on several occasions 
of the aluminum companies, throwing thousands of workers out of work. 

24. Prior to the 20-year private utility contracts, interruptible power and the 
right to its use were controlled by general rate provisions and general contract 
provisions, the former of which were approved by FPC. The authority to inter- 
rupt was discretionary with the Bonneville Administrator under broad rules. 

25. The 20-year contract changed this and gave the private utilities a prefer- 
ence over the industries for interruptible power. This was done in the follow- 
ing manner. Section 7 (d) provided that the Secretary of the Interior (BPA) 
will not make interruptible power available to any industrial consumer during 
any day while the contract is in effect, unless BPA can foresee (1) that BPA 
will be able to carry with its own resources all requirements of the private 
utilities for a month in advance, and (2) that BPA will be able to carry the 
loads of these utilities for the entire remainder of the year, by using all re- 
sources in the region including the steam plants. 

26. This language is a most serious curtailment requirement and has oc- 
-asioned the industries a great deal of grief in the years the 20-year contracts 
have been in effect. It would also have a very bad effect upon expansion of in- 
dustry, as any new industry based on interruptible power would be faced with 


the constant threat of curtailment, even if it could be established in the first 
place under these rigid restrictions. 
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27. In conclusion, we submit that it is the deliberate purpose and intent of 
these 20-year private utility contracts to restrict so much as possible the sale 
of any federally generated power to industrial customers, either by direct sales 
from BPA or through resale by private or public agencies, for the period from 
September 1953 to September 1973. They prevent and shut out every foreseeable 
possibility of industrial expansion. If these contracts are legal, and if they re- 
main in effect until 1973, they will result in having all of the generation of power 
authorized by Congress from such projects as John Day, Libby, Paradise, and 
others, earmarked for the use of private utilities in preference to industry until 
such time as the Federal system is able to meet all demands of public agencies, 
plus the 1,052,460 kilowatts for existing industry, plus 1,500,000 kilowatts for 
the private utilities. 

28. This memorandum is confined to the anti-industry provisions of these 
contracts. The contracts have other bad features such as preferential rate- 
treatment of private utilities to which we also object. 


APPENDIX 
SECTION 7 (B) 


In conformity with the policy of preserving available power supplies for the 
use of domestic, rural, and small commercial and industrial consumers, the Gov- 
ernment, acting by and through the Administrator, will not, except as it is other- 
wise provided in subsection (c) of this section and in sections 17 and 18 hereof, 
hereafter enter into any agreement which will require it to make firm power 
available to any industrial consumer other than as specified in industrial require- 
ments schedule No. 1, during any period in the term hereof, unless the Govern- 
ment is able to supply to the purchasers during such period firm power, as set 
forth in section 17 and in accordance with the allocation schedule established 
by section 17. 

SECTION 17 


17. Allocation of available power. In order to carry out the declared pur- 
pose of the Bonneville Project Act, as amended, the Federal reclamation laws 
and section 5 of the Flood Control Act of 1944, to the effect that “the project 
shall be operatea for the benefit of the general public, and particularly of do- 
mestie and rural consumers,” to “dispose of such power and energy in such man- 
ner as to encourage the most widespread use thereof at the lowest possible rates 
to consumers consistent with sound business principles,” giving “preference and 
priority to public bodies and cooperatives,” and to provide financial assistance 
in repaying the reimbursable allocations of the estimated cost of a multiple-pur- 
pose project to irrigation, the Administrator represents that the following sched- 
ule will be adhered to in order to assure the available supply of electric 
power and energy will be distributed in accordance with the declared purposes 
of said acts as follows: 

First: All such power and energy as may be necessary to meet the require- 
ments of the public bodies and cooperatives and persons and organizations en- 
titled to preference under such acts, together with reserves therefor, adequate 
to supply the normal future growth of said bodies, such amounts being presently 
in the amount of 1 million kilowatts and estimated to be approximately 1,800,000 
kilowatts of prime power in 1960; 

Second: Such firm power and energy as is necessary to carry out all presently 
existing contracts of the Administrator with industrial consumers, such amounts 
now being 1,052,460 kilowatts of firm power; and other contracts included in the 
total priority requirements: 

Third: To the purchasers hereunder to supply a portion of their requirements 
for domestic and rural consumers, power and energy in the amount of 500,000 
kilowatts of firm power: 

Fourth: In addition to the 1,052,460 kilowatts referred to above for industrial 
consumers, an additional amount not exceeding 70,000 kilowatts of firm power: 

Fifth: To the purchasers hereunder for the purposes enumerated in the third 
subsection hereof, in the additional amount of 1 million kilowatts of firm power. 

Provided that nothing in this contract shall be construed as committing the 
Government to supply requirements of the purchasers which in the aggregate 
exceed 1,500,000 kilowatts of firm power. 
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Because at the time this contract is executed it is not known when the amount 
of energy available for the Administrator’s disposition will either equal or exceed 
the 1,570,000 kilowatts of firm power above set forth in the third, fourth, and fifth 
schedules of this section, this contract shall neither make nor imply any com- 
mitment by the Administrator as to deliveries of electric energy to either indus- 
trial customers or the purchasers hereunder in excess of said 1,570,000 kilowatts, 
but such amounts of energy in excess of such commitment shall be allocated 


equitably by the Administrator between industries and the purchasers when, 
as and if such excess energy becomes available. 


(The Congressional Record excerpts referred to follow :) 


[Congressional Record, January 23, 1958] 
CoLUMBIA RIveR REGIONAL CORPORATION BIL 


Mr. Neusbercer. Mr. President, a proposal known as the Columbia River re- 
gional corporation bill has been drafted by the Northwest Public Power Associa- 
tion as an amendment to the Bonneville Act. This proposal has the support of 
many groups, newspapers, and individual citizens in our part of the country. 
They long have urged introduction of such legislation so that hearings might be 
held upon its numerous features by the appropriate committee of the Senate. 

I imagine some of these requests have come to me because I am the only Sena- 
tor from the Pacific Northwest who serves on the Public Works Committee, 
where the bill probably will be referred by the Parliamentarian, inasmuch as it 
amends the original Bonneville Act. 

However, I want to make it clear that the predominant request to introduce 
this bill has come from the Northwest Public Power Association, and I am of- 
fering the measure in the form in which that group transmitted it to my office. 
Although I myself do not subseribe to every feature of the measure, I believe 
completely that the basic idea has genuine merit and deserves a thorough and 
careful hearing by the appropriate Senate committee. 

Accordingly, Mr. President, I am introducing this bill today by request, in 
the hope that extended and exhaustive hearings will disclose how it would oper- 
ate and in what ways it might be improved. I have been assured by the 
distinguished chairman of the Senate Committee on Public Works, Mr. Chavez, 
that he will cooperate in arranging hearings on so important a piece of legis- 
lation. His kindness and cooperation are profoundly appreciated. 

My cosponsors include many of the able and outstanding Members of the 
Senate from the Pacific Northwest and from the area of the Tennessee Valley 
Authority, for the regional corporation bill contains numerous features similar 
to the TVA self-financing act which was approved by the Senate last year. These 
cosponsors are the senior Senator from Oregon, Mr. Morse, the senior Senator 
from Montana, Mr. Murray, the senior Senator from Alabama, Mr. Hill, the 
junior Senator from Montana, Mr. Mansfield, and the junior Senator from 
Alabama, Mr. Sparkman. 

Mr. President, a number of other Members of the Senate have expressed 
personal interest in this legislation, in addition to the cosponsors whose names 
I have enumerated. So that further cosponsors may join in introduction of the 
measure, I ask that it lie on the table until Monday, February 8, 1958, for that 
purpose. 

The Vick Presiwent. Without objection, it is so ordered. 

Mr. NevuBercer. Mr. President, this is a complex proposal. I do not entirely 
agree with all of its many features. Some of the cosponsors may feel simi- 
larly. But congressional hearings are one valuable avenue by which such pro- 
posals are studied by the American people, and in this manner they often are 
hammered into final and improved form on the anvil of legislative study and 
analysis. 

<7 foo this regional corporation would make possible the expansion and 
development of dams and power facilities in the Pacific Northwest through use of 
their own hydroelectric power revenues. To that extent, the bill might be said 
to be substantially comparable to the TVA self-financing act on which the United 
States Senate already has acted favorably. 


COLUMBIA RIVER POWER SYSTEM FAR AHEAD OF REPAYMENT SCHEDULE 


The fiscal soundness of this approach is indicated by the fact that the Federal 
Government’s capital investment in Columbia River dams falls in the gilt-edged 
category. A report from the Office of the Comptroller General shows that Pacific 
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Northwest Federal power projects were $78,806,820 ahead of schedule in repay- 
ments to the Federal Treasury at the end of the 1957 fiscal year. The Federal 
loan payout schedule until that time had called for $148,017,884 in payments on 
principal, but the projects had earned sufficient additional revenue to repay 
$226,824,704, thus exceeding requirements by more than 50 percent. In addition, 
the dams have returned $161,718,044 in interest payments, and have recovered 
$123,933,335 for all operation and maintenance expenses of the projects. 

Numerous groups in the Northwest have come to the conclusion in recent years 
that some form of self-financing was advisable in our region. This conclusion 
has been reached reluctantly. Under Federal financing, such great projects as 
Grand Coulee, Bonneville, McNary, The Dalles, Chief Joseph, Hungry Horse, 
and many others were constructed on the Columbia River and its surging tribu- 
taries. During the national administrations in office from 1933 until 1953, some 
20 such projects were authorized for Federal development in the Northwest. No 
new major projects have been authorized for Federal construction since 1953. 

Policies established for use of Columbia River water resources are of profound 
national significance. Waters of the Columbia are the source of nearly 40 per- 
cent of the Nation’s potential water power. The Columbia provides the country’s 
only inland water navigation route to penetrate a major American mountain 
range. The Columbia and its tributaries nurture our country’s largest runs of 
migratory fish. Over 6 million acres of arid but fertile soil can be cultivated 
through proper harnessing of the Columbia’s flow. 

The power supply of the Columbia has been a vital factor in defense of this 
Nation. During World War II, generators of Grand Coulee and Bonneville Dams 
made possible the processing of the aluminum needed for 50,000 planes a year. 
They stoked the Hanford plutonium works where vital elements were prepared 
for the atomic bombs whose mushroom clouds at Nagasaki and Hiroshima spelled 
the end of worldwide hostilities. 

The Columbia is to the Pacific Northwest what the Mississippi and Missouri 
are to the great agricultural heartland of the Nation, and what the Hudson and 
Ohio are to the industrial complex of our Northeastern States. The regions of 
our country are diverse and widely separated, but there is a close interrelation- 
ship of economic factors. The progress and prosperity of the entire country, 
therefore, depend on conditions which exist in each. Five years ago, the Pacific 
Northwest States had an expanding Columbia River power system which sparked 
the economic growth of the entire region. This fact was emphasized in a 1954 
report of the Stanford Research Institute which stated : 

“Any detailed examination of the region’s manufacturing growth during the 
past 12 years must conclude that a large part of it has been due to the region’s 
ample supply of low-cost power, either directly or indirectly.” 


SLOWDOWN OF COLUMBIA DEVELOPMENT OCCURRED IN RECENT YEARS 


The Pacific Northwest States do not now have the economic thrust provided 
by an outpouring of low-cost kilowatts from Federal dams. The Bonneville 
Power Administration has not signed a new industrial power contract in 5 years. 
The spigot has been turned off on construction of vitally needed flood control, 
navigation, and power facilities. Moreover, continuation of this negative policy 
can be gloomily anticipated for the future. It is reflected in the President’s re- 
cent budget message which forbade the start of any new water-resource de- 
velopment projects anywhere in the United States. 

Only two new starts on major power dams have been begun during the past 5 
years. These are Ice Harbor, on the Snake River; and John Day, on the main 
stem of the Columbia. Funds for both undertakings had to be obtained, alas, by 
those of us in Congress, over and against the opposition of the present adminis- 
tration and its Budget Bureau. Great credit is due to men such as the Senator 
from Washington, Mr. Magnuson, for leadership on the Appropriations Commit- 
tee in this effort. In the budget for the fiscal year 1959, a meager $2 million 
is recommended by the Bureau of the Budget for John Day, a project ultimately 
to cost some $300 million. At such a rate, it might take more than a century 
of time to complete John Day to its last parapet. 

While development of the Columbia is postponed and delayed, we learn that 
the Soviet Union has under construction 40 major river projects, 4 of which 
exceed the energy output of Grand Coulee—heretofore the world’s premier gen- 
erating unit. The Columbia is put in the deep freeze while concrete and steel 
rise on the Volga, the Angara, and the Yenisei. My friend the Senator from 
Louisiana, Mr. Ellender. has told me of seeing in the U. S. S. R. turbines for an 
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Angara River dam nearly three times as large as any in operation in this country. 
In view of the challenge, this Nation cannot afford any longer to abandon its 
water-resource requirements. 

I do not make these references in any partisan sense. But they are part of 
modern history, and they explain the reasons for introduction of this regional 
corporation bill. Unless I am mistaken, the present national administration has 
never made any bones of its opposition to continued Federal expansion of many 
choice multiple-purpose sites in the Columbia Basin. Furthermore, our nego- 
tiations with Canada for joint use of the vast storage resources of the upper 
reaches of the Columbia have deteriorated to the point where the Canadian 
Parliament actually has appropriated $250,000 for a study of the feasibility of 
diverting out of the upper Columbia a volume of water supply equal to the total 
flow of the Colorado River at Glenn’s Ferry. More than one newspaper or or- 
ganization has pointed out that through the licensing authority of the Federal 
Power Commission, choice sites have been lifted out of the comprehensive plan 
for the Columbia Basin and have been granted to a private utility company 
here, a municipal system there, as well as to public utility districts and similar 
entities. Unified development has been lacking. Wildlife and fisheries considera- 
tions frequently have been ignored. 

It is against this background that the regional corporation bill has been 
drafted and sent tc me, with the request that it be introduced in the Senate, so 
hearings may be begun. 

I wish to stress again that this introduction does not imply agreement on the 
part of my cosponsors or myself as to the dotting of each “i” and the crossing 
of every “t.” 


HEARINGS WILL DEVELOP MEANS TO IMPROVE OR AUGMENT PROPOSAL 


One or two reservations come to mind immediately. I am not certain that 
the regional corporation should sell its bonds exclusively to the United States 
Treasury for an indefinite period. Perhaps after a preliminary period, the 
corporation should be allowed to sell its bonds on the open market, if terms are 
favorable. Hearings will have to develop the rate provisions of the act, as to 
whether they shall be pegged at 2% percent or at the prevailing cost of money 
to the Treasury. 

In addition, we must take into cognizance the present controversy over the 
rates paid by rural electrification cooperatives, in comparison with current 
Treasury borrowing costs. Should not the regional corporation receive the same 
privilege? 

Several observers with wide back-ground in this field have expressed to me 
some reservations over section 12 (a), which provides a 5-year period before 
the President could transfer to the regional corporation units of the Columbia 
River power system. These people believe the 5-year period should be eliminated 
or drastically reduced, so that a project languishing for funds can be taken over 
by the regional corporation and hastened to completion with Columbia River 
power revenues. 

Mr. L. C. Binford, for example, who is chairman of Oregon’s State Water 
Resources Board, confided to me recently his concern that perhaps the regional 
corporation bill does not give sufficient weight to such ancillary values as wild- 
life, fisheries, forestry, scenery, and pollution control. This is something which 
hearings certainly can disclose to us. It is my fervent hope that conservation- 
ists such as Mr. Binford and others will testify as witnesses before the Rivers 
and Harbors subcommittee, which is presided over by the distinguished senior 
Senator from Oklahoma, Mr. Kerr. 

The proposed corporation is governed by the public-power preference clause 
in the Bonneville Act. I, myself, along with my distinguished senior colleague, 
Mr. Morse, am the sponsor of an amendment to the Bonneville preference 
clause known as §8. 2206. This would assign to industrial uses of power a sub- 
stantially higher priority than at present. It also would provide for more uni- 
form geographic distribution of power among the several States of the basin. 
It is my hope that the measure, in final form, will contain the substance of the 
preference-clause changes proposed by 8S. 2206, particularly because the Pacific 
Northwest is now so desperately and urgently in need of new payrolls which are 
attracted by low-cost waterpower. 

But I have deliberately not intruded my own changes into the regional cor- 
poration bill, as delivered to me by the Northwest Public Power Association and 
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its executive secretary, Mr. Gus Norwood. I felt that, once I had included 
my own changes, others would rightfully be entitled to equal consideration. As 
these changes would be added, the bill would cease to be that of its original 
authors. Nor could I assess accurately or fairly the worth or value of each 
amendment proposed to me. I would be substituting my own judgment for that 
of the drafters of the bill. I could not accept responsibility for such sover- 
eignty over a proposal as complex and with as many ramifications as this one. 
Thus, I am introducing it by request in exactly the form in which it came from 
its authors. I believe this is eminently fair. 

Mr. President, every person who knows me personally must realize that I long 
have favored Federal financing, management, and operation of our great multi- 
ple-purpose Columbia River projects such as Bonneville and Grand Coulee. In 
1936, I wrote for Harper’s magazine some of the first national articles ever 
published about these magnificent undertakings; that was at a time when I was 
barely old enough to vote. I thrilled to the dedication speeches at these projects 
by President Franklin D. Roosevelt. I was one of the first employees of the 
Bonneville Power Administration, working for 6 or 8 weeks for the late Admin- 
istrator J. D. Ross, in a small office in Portland, as a part-time public-relations 
adviser. I have felt that our Federal power system under the Bonneville Act 
did more to develop the Pacific Northwest than any event since the Lewis and 
Clark Expedition or the coming of the first transcontinental railroads. In my 
45 years, I have been privileged to sit at the feet of great Federal power advo- 
cates, such as Mr. Ross, the late Senator George W. Norris, the late Senator 
Charles L. McNary, the late Senator William E. Borah, Senator James BE. Mur- 
ray, ex-Senator Rufus C. Holman, and many others—and to hear from them of 
their faith in this time-tested approach to water-resource development. 

But, Mr. President, as the illustrious poet James Russell Lowell wrote in his 
immortal Present Crisis: 


“New occasions teach new duties, 
Time makes ancient good uncouth; 
They must upward still and onward, 
Who would keep abreast of truth.” 


The stern exigency of events has compelled us from the Pacific Northwest to 
consider seriously some other method of financing and keeping on a continuous 
basis the great power, reclamation, navigation, and flood-control projects which 
are so vital to our region. That is why the regional corporation bill is being in- 
troduced in the Senate today by me, for my colleagues and myself. 

Mr. President, I ask unanimous consent to include in the Record, at this 
point in my remarks, explanatory material, provided by Mr. Gus Norwood, about 
the Columbia River regional corporation bill, and also an analysis of the bill. 

(There being no objection, the statement and the analysis were ordered to be 
printed in the Record, as follows :) 


HIGHLIGHTS OF THE BILL 


1. Purpose of the proposed legislation is to carry forward and to improve the 
Jovernment’s water resources programs in the Pacific Northwest by providing 
a better form of administrative organization and a better method of financing. 

2. By improving the stability and adequacy of power supply these programs 
would result in urgently needed uplift for the regional economy. A specific new 
purpose of the legislation is stated: “to promote the diversified economic and 
industrial development of the several States in the basin.” 

3. This bill creates the Columbia River Development Corporation whose 5-man 
board would be appointed by the President with the advice and consent of the 
Senate. 

4. Modeled after the St. Lawrence Seaway Development Corporation Act, the 
Corporation would be enabled to issue and deposit with the Secretary of the 
Treasury its 50-year electric revenue bonds to finance its programs on a self- 
liquidating basis. 

5. Like other Government corporations it would be enabled to use its revenues. 

6. The Corporation would be fully subject to the budgetary and other controls 
imposed by the Government Corporation Control Act of 1945. 

7. Provision is made for repayment of all Federal investment on a self-liquida- 
tion basis. 

8. The bill is generally analogous to the TVA self-financing bill which was 
approved by the Senate in 1957. 
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9. The Corporation would succeed the Bonneville Power Administration and 
assume its assets and liabilities and functions, 

10. A public regional corporation to market power from Grand Coulee, Bonne- 
ville, and other Federal projects was first proposed in 1936 by the Pacific North- 
west Regional Planning Commission in a 192-page report to the President. 

11. Having in mind this original corporate proposal, Congress wrote into the 
Bonneville Act of 1937 the language: “The form of administration herein estab- 
lished for the Bonneville project is intended to be provisional pending the es- 
tablishment of a permanent administration for Bonneville and other projects 
in the Columbia River Basin.” 

12. The bill retains the traditional preference or antimonopoly clause. 

13. As one step in insuring the adequacy of power supply and in preventing 
future power shortages the bill requires: “the Corporation shall be responsible 
for preparing and presenting to the Congress advance programs for construec- 
tion of such projects and other facilities as will meet the anticipated net power 
requirements of the Pacific Northwest.” 

14. The bill does not concern itself with whether power is sold locally by 
public or private utilities. The Corporation may serve all comers. 

15. The bill avoids the controversial approach of both the interstate compact 
and the Columbia Valley Authority. 

16. The Corporation is required to conform to strictly defined standards and 
goals of comprehensive, multiple purpose conservation of water resources. It is 
required to construct fish ladders. It will continue present subsidies to 
irrigation. 


SECTION-BY-SECTION ANALYSIS, BONNEVILLE ACT AMENDMENTS OF 1958 


Section 1; Section 1 designates the bill as “Bonneville Project Act Amend- 
ments of 1958.” 

Section 2: Section 2 continues existing jurisdiction of the Secretary of War 
and the Chief of Engineers and creates a permanent administration for Bonne- 
ville and other projects in the Columbia River Basin as contemplated by the 
Bonneville Project Act. It establishes responsibility to the President and makes 
the Corporation marketing agent for all federally generated power produced 
in the Pacific Northwest. 

Section 8: Section 3 amends subsection (a) of section 2 of the Bonneville 
Project Act to make the act consistent with the corporate form of administra- 
tion. It establishes a board of five full-time directors to be appointed by the 
President with the advice and consent of the Senate; defines their duties as 
policy, directive, and general supervisory functions; sets forth the qualifications 
of directors ; enables the Corporation to construct hydroelectric projects or other 
power producing facilities which are authorized by Congress; establishes the 
unified and orderly development of the Columbia River Basin through the timely 
construction of multiple-purpose projects as the standard which the Corpora- 
tion shall meet. This section also contemplates that the Corporation shall be 
the President’s agent for coordinating activities with Canada. It further im- 
poses on the Corporation a positive duty to obtain the counsel, assistance, and 
participation of residents of the area, particularly as represented by the State 
and local governments and other organizations, public and private, in the de- 
velopment and operation of its program. 

Section 4: Section 4 adds to the objectives of the Bonneville Project Act the 
promotion of “the diversified economic and industrial development of the sev- 
eral States in the basin’; and strengthens the statutory authority to maintain 
a grid system for the Pacific Northwest. 

Section 5: Section 5 removes a limitation of existing law by permitting, but 
not requiring, the Corporation to alleviate hardships resulting to owners of 
property because of acquisition by the Corporation when they are required to 
sustain expenses in relocating businesses, 

Section 6: Section 6 authorizes the acquisition of property by exchange. 

Section 7: Section 7 adds technical powers necessary to the corporate form 
of administration ; provides specifically for wheeling electric energy as a service 
by the Corporation; authorizes the Corporation to adjust for dislocations caused 
by its acquisition or construction of any projects; and requires that the Corpora- 
tion file complete annual reports, including a financial statement, with the Presi- 
dent and Congress. 3 

Section 8: Section 8 defines “Pacific Northwest” and the “Columbia River 
Power System.” The Columbia River Power System excludes specific nonpower 
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facilities which do not constitute an integral part of any power dam or are not 
necessary for the operation of a project for the generation of power. 

Section 9: Section 9 conforms the existing provisions of the Bonneville Project 
Act to the corporate form of organization; provides for the sale of electric 
energy to Federal agencies and in conjunction with other provisions of the act 
places upon the Corporation the responsibility for fixing and maintaining ade- 
quate rate schedules. 

Section 10: Section 10 authorizes the Corporation to make the most ad- 
vantageous arrangements for maintenance of facilities by utilizing the services 
of other agencies, public or private, with which it is doing business. 

Section 11: Section 11 expands existing section 6 of the Bonneville Project 
Act by making express provision for wheeling electric energy, by fixing the re- 
sponsibility for adequate rates and charges for services on the Corporation; re- 
quiring that the rates be both as low as possible consistent with sound busi- 
ness principles and at the same time adequate to make the reimbursable activi- 
ties of the Corporation self-liquidating, including the repayment of principal 
and interest to the United States. 

The section further both limits and defines the purposes to which the costs 
of multiple-purpose projects may be allocated and requires the Corporation 
to present, in the interests of full disclosure of the facts to appropriate Govern- 
ment agencies, a tentative cost allocation which is not now required from any 
agency. The section further reinforces the responsibility to the President by 
requiring presidential approval of the allocation of actual costs. The bill con- 
tinues the requirement that accounting records be maintained in accordance with 
Federal Power Commission requirements. 

Section 12: Section 12 defines the responsibility of the Corporation as: (1) 
Requiring an advance program which, in the interests of regional responsibility, 
must be submitted to the governors of the States in the Pacific Northwest prior 
to its submission to Congress and the President, and on which they, as well as 
the Secretary of the Interior and the Secretary of the Army, have the right to 
include their comments. 

The bill further directs that the program of the Corporation shall be designed 
to conserve, develop, and improve the water resources of the region in order to 
obtain optimum public benefits. Moreover, it imposes on the Corporation a new 
responsibility to select among projects so as to attain the objects of the act. A 
statutory objective for the control of floods on the Columbia River is established, 
and the Corporation is directed to take cognizance of this and of the approved 
plans of the Corps of Engineers for navigation improvements. It fixes the 
responsibility of the Corporation for multiple purpose, optimum development 
of the natural resources. The Corporation is, nevertheless, limited by the sec- 
tion to multiple-purpose facilities in the Pacific Northwest and projects to be 
constructed are required to be submitted to Congress as part of the annual 
budget program required by the Government Corporation Control Act. Addi- 
tional limitations are imposed in that the statutory authority of the Secretary 
of the Army to prescribe regulations for the operation of projects for flood con- 
trol is specifically recognized. 

The section further permits the utilization of existing Federal agencies to 
carry out the functions of the Corporation so that their present organization 
need not be disrupted. 

This section also incorporates statutory requirements applicable to the Bureau 
of Reclamation protecting the rights of water users under State laws. 

Section 13: Section 13 amends existing provisions for open-market purchases 
to compensate for the increased cost of materials and services. 

Section 14: Section 14 amends section 9 of the Bonneville Project Act to 
establish a composite advisory council. This continues the intragovernmental 
council established by the original Bonneville Project Act and incorporates the 
concept of the Bonneville Regional Advisory Board which includes non-Federal 
agencies. Other provisions are designed to assure that the advisory council 
shall be independent of the Corporation. 

Section 15: Section 15 amends section 10 of the Bonneville Project Act, 
relating to personnel. to conform to the corporate form of organization. The 
civil-service law and the Veterans’ Preference Act are made generally appli- 
cable. Additional restrictions against political tests or qualifications are im- 
posed and present protective legislation is extended to the employees of the 
Corporation, as well as to the employees of persons contracting with the Cor- 
poration. 
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Section 16: Section 16 establishes priorities according to which the funds of 
the Corporation shall be expended, subject to the limitations imposed pursuant 
to the Government Corporation Control Act. It further provides for the issu- 
ance of revenue bonds by the Corporation, which must be repaid within a 50- 
year period, to bear interest at the rate of 24% percent per year. The approval 
of the Secretary of the Treasury is required both as to financial feasibility and 
conformity with the orderly management of the fiscal affairs of the Government. 

The section further provides for the purchase of the Corporation’s bonds by 
the Treasury and requires that the cost of assets acquired from the United 
States allocated to power shall be repaid within a 50-year period. 

Section 17: Section 17 provides for the orderly transition to a corporate form 
of organization. Portions of the Columbia River power system shall be trans- 
ferred by the President when he finds that more effective management or the 
efficiency of operations will be promoted. The facilities of the Bonneville 
Power Administration, however, will be transferred as soon as the Board of 
Directors is appointed. 

The section also strengthens the authority of the Corporation to promote in- 
dustrial development by prohibiting the Corporation from entering into or 
sarrying out existing contracts which purport to restrict the sales of industrial 
power in any manner not expressly authorized by the act. The Corporation is 
required to assume obligations of the United States. 

Section 18: Section 18 provides for the application of the Government Cor- 
poration Control Act and authorizes negotiations leading to the operation of the 
Corporation pursuant to an interstate compact. 

Section 19: Section 19 makes minor language changes. 

Section 20: Section 20 provides for a period up to 6 months in duration for 


the transfer to a corporate form of organization at the discretion of the 
President. 


Mr. NEuBERGER. Mr. President, along with the explanatory material received 
from Mr. Norwood’s office, I believe that recent editorials from representative 
Oregon newspapers should be included in the Record, for the information of 
Members of the Senate. These editorials are from the Oregonian, of December 
28, 1957; the Oregon Journal, of January 5, 1958; the Salem Statesman, of De- 
cember 30, 1957; and the East Oregonian, of December 10, 1957. 

The editorials in the Statesman and the Journal are somewhat critical of 
certain aspects of the regional corporation bill, although not necessarily hostile 
to the idea in its entirety. The editorial from the Oregonian is by the editor 
of the editorial page of that newspaper, Herbert Lundy, who has been one of the 
leading and most faithful advocates of this particular approach to water-re- 
source development in the Pacific Northwest. Mr. Lundy long has insisted that 
a new method of obtaining funds for Columbia Basin projects is essential to or- 
derly and continuous development. The editorial from the Fast Oregonian like- 
wise urges early consideration of the proposal. 

In my opinion, the Record also should contain an editorial entitled “Power 
Planning Chaos” published in the Oregonian of January 17, 1958. This editorial 
demonstrates why some unified and more successful method is now required 
in order to bring about comprehensive use of the vast resources of the Colum- 
bia River system. 

Mr. President, I ask unanimous consent that all these insertions be made in the 
body of the Record. 

(There being no objection, the editorials were ordered to be printed in the 
Record, as follows :) 


[From the Oregonian, Portland, Oreg., of December 28, 1957] 


REGIONAL PowEeR AGENCY CAN Do tHE Jos 


The Oregonian welcomes Senator Neuberger’s announcement that he will 
introduce a Columbia Basin regional power corporation bill in the coming ses- 
sion. A thorough congressional examination of this proposal is long overdue. 
In our opinion, this is one formula for planned and comprehensive regional 
development, largely self-financed, on which leaders of both political parties, the 
Eisenhower administration and a Democratic Congress can reach substantial 
agreement. 
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In brief, the plan calls for: A new Federal corporation with directors elected 
or appointed from the Northwest States to absorb the Bonneville power market- 
ing agency ; this agency to finance the power costs of new multiple-purpose hydro- 
electric projects by selling revenue bonds backed by system earnings ; the agency 
to be empowered to go into atomic generation when this becomes feasible ; Con- 
gress to continue to appropriate funds for traditional nonreimbursable costs 
assigned to flood control and navigation ; the use of a portion of power revenues to 
assist irrigation to be continued, under congressional direction, possibly through 
establishment of a Columbia Basin account; the Federal and regional respon- 
sibility for fisheries and recreation, affected by dam building, to be recognized and 
met. 

There are, of course, many complex problems involved, none of which seems too 
tough to be solved, beyond this bare outline. 

One is the historic Federal preference clause which is retained in a bill pre- 
pared by the Pacific Northwest Public Power Association. Senator Neuberger 
favors modification of the preference to stimulate Federal power sales to indus- 
tries and for a better distribution of power consumption so that Oregon and other 
Northwest States will be more competitive with Washington. Private utilities 
and many who believe there is no longer any need, if there ever was a need, for 
preference, favor eliminating it entirely. 

Another is the need to obtain the lowest possible costs for power production. 
Revenue bond financing would cost more than congressional appropriations with 
repayment of interest. But a Government guaranty of such bonds would provide 
a lower rate. Also, an agency which could plan its financing and construction 
could build dams and power lines more cheaply than agencies laboring under 
the uncertainties and setbacks of congressional appropriations. In any event, the 
Northwest is moving into a period when availability of large blocks of power is 
becoming more essential than obtaining the lowest rates in the Nation. 

It had been expected that a regional power corporation bill would be intro- 
duced in the past session by Senator Jackson of Washington. At the last moment 
he decided against it. Perhaps he thought it might be a political hazard in his 
race for reelection next year. Also, it has been argued that Congress might use 
the existence of such a bill as an excuse to refuse funds for John Day Dam. Since 
there will be great pressure in Congress against more funds for Northwest dams, 
due to the missiles program, we think more delay on the regional agency plan 
would be inexcusable. We must have the machinery to do the job for ourselves 
if the declining Federal interest evaporates entirely. 

There is no sound reason, in our view, why the Eisenhower administration 
should not support the Federal corporation plan for Northwest power. It already 
has precedents. The President has proposed legislation in two Congresses to 
make the Tennessee Valley Authority a self-financing agency. The St. Lawrence 
Seaways Corporation legislation drafted by the administration embodies many of 
of the same principles. The Eisenhower “partnership” idea fits the regional cor- 
poration plan—this, indeed, would be a true partnership, between Congress and a 
regional authority in which Northwest States would have a considerable voice, 
which would be governed by northwest residents elected by the people or ap- 
pointed by the President. 

The Oregonian has been proposing establishment of a regional power corpora- 
tion since 1951. It has been approved in principle by many individuals and 
groups. We believe it can be worked out and can become the most potent force 
for Northwest progress ever devised. Thus, we welcome Senator Neuberger’s 
decision to introduce such legislation and believe adequate hearings in Washing- 
ton and in the region will show the strength of what is, essentially a do-it-yourself 
project of great magnitude. 


{From the Portland Sunday Journal of January 5, 1958] 


QUESTIONS ON POWER CORPORATION 


In general, anyone with an idea which might eventuate in more power, public 
or private, for the Pacific Northwest deserves a hearing. This still is true despite 
the fact that the regional outlook for power now is the best it has been for 10 
years, due primarily to greatly expanded non-Federal construction. 

For this reason, Senator Neuberger’s proposal to introduce a regional power 
corporation bill, by request, in order that it could be given a full hearing before 
the Congress, should not be shrugged off. 
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At the same time, it should be borne in mind that the regional power corpora- 
tion bill as developed in the past 3 years by the Northwest Public Power Asso- 
ciation (Gus Norwood, executive secretary) raises more questions than it an- 
swers. And unless Senator Neuberger makes some fundamental changes in the 
measure, it probably will get no farther than the earlier Norwood bills or the 
Columbia Valley authority bills which preceded it. 

Senator Neuberger himself raises both general and specific questions concerning 
provisions of the sixth draft of the Norwood proposal. 

He questions whether a new Government entity provides a better medium for 
expanding and diversifying the region’s economy by tapping unused water re- 
sources than through a proper program of Federal dam construction. 

“And he again raises the question concerning the advisability of perpetuating 
the public preference clause (as the latest Norwood draft does) which discrimi- 
nates against big industry and the private distributors of Bonneville power, 
particularly in Oregon. They will be squeezed out of the Federal Columbia 
power picture in a few years as public preference customers as Washington 
takes more and more of BPA’s total production. 

There are other obvious questions which Senator Neuberger does not raise. 
The Norwood bill (which draws liberally on TVA, CVA and St. Lawrence sea- 
way legislation for ideas) assumes that the regional corporation could finance 
the proposed takeover of the Bonneville power system and the power features 
of the Federal Government’s power projects in the Columbia Basin by issuing 
utility revenue bonds payable in 50 years. It bases this assumption on a sec- 
ondary assumption that the United States Treasury would guarantee payment of 
these bonds, at least in early stages of operation. 

The magnitude of these assumptions becomes apparent when one remembers 
that the Bonneville Power Administration alone has approximately $420 million 
invested in its transmission grid and the Federal Government has another 
$1,500 million invested in power facilities at multipurpose projects. 

If a regional power corporation assumed repayment of obligations of this size 
and undertook construction of another $2 billion worth of projects simultane- 
ously, it is'\doubtful that the bond market could or would absorb such a load— 
even with Uncle’s backing. 

There are other factors, of course—the question of veto authority over all 
power projects in the region, public and private, and the question (also left 
unanswered) as to who would pay for nonreimbursable features of future proj- 
ects such as fishways, flood control and navigation facilities. 

The point is, such a proposal would demand most careful scrutiny as to 
feasibility and public interest. And this scrutiny should not be permitted to slow 
down existing Federal projects, such as John Day, which will spell the difference 
between power plenty and power stringency in the next decade. 





[From the Oregon Statesman, Salem, Oreg., of December 30, 1957] 
PowER AGENCY FOR NORTHWEST 


Senator Neuberger has agreed to introduce by request a bill to create a Pacific 
Northwest power authority. The “by request” implies a readiness to have the 
content of the bill given consideration without a firm commitment to its support. 
In this instance the request comes from Herb Lundy, editor of the editorial page 
of the Oregonian who has been advocating a regional power agency for many 
years. 

While the idea has some points of similarity with the once strongly advo- 
cated—and bitterly opposed—Columbia Valley Authority, it has this essential 
difference: The government would be more localized, also no grandiose scheme 
of overall development, as under TVA, is contemplated. The gist of the plan 
was explained in an Oregonian editorial Saturday : 

“A new Federal corporation with directors elected or appointed from the 
Northwest States to absorb the Bonneville power marketing agency; this agency 
to finance the power costs of new multiple-purpose hydroelectric projects by 
selling revenue bonds backed by system earnings; the agency to be empowered to 
go into atomie generation when this becomes feasible; Congress to continue to 
appropriate funds for traditional nonreimbursable costs assigned to flood con- 
trol and navigation; the use of a portion of power revenues to assist irrigation to 
be continued, under congressional direction, possibly through establishment of 
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a Columbia Basin Account; the Federal and regional responsibility for fisheries 
and recreation, affected by dam building, to be recognized and met.” 

Initially the agency’s revenue bond financing would be supported by the 
Treasury, although this may not be necessary. If county PUD’s in Washington 
can float bond issues running into hundreds of millions with no more assets than 
a power license, surely a BPA (Bonneville Power Agency) could do the same, 
and at lower interest rate that the recent Chelan PUD issue where the coupon 
rate was 5 percent. 

There would be some obvious advantages from a local authority. The pull 
and haul for congressional appropriations would be halted. Projects could be 
scheduled better. Comprehensive contracts could be let. Administrative costs 
should be lower. 

On the other hand some difficulties can be foreseen. Unless the unfair “public 
preference” clause is omitted, Oregon would virtually be eliminated as a sharer 
in the agency’s power output, unless it had a surplus to dispose of. 

The problem of government also rises. If it is to be a Federal authority, then 
it will remain a Federal instrumentality. If it is to be a regional agency, the 
mechanics for its continuing control is complicated. The compact idea is not 
flexible enough. There are successful interstate authorities—Port of New York 
for instance—but none where the contention potential is so pronounced. If ap- 
pointments are to be made by governors, we have chances of disagreement there— 
or of reversal of policies depending on the swings of political fortunes. The old 
argument between upstream and downstream States would arise. A prime ques- 
tion is this: To whom would the governing body of the agency be responsible—to 
the Congress, to the President, to the States (governors or legislatures), to the 
people of the several states? 

Still other questions present themselves: What would its status be, in case it 
wanted to construct a dam, with relation to conflicting interest: fishing, irriga- 
tion, wild life? Also how would costs be apportioned on multiple purpose projects 
like Libby Dam? 

We do not imply that these difficulties cannot be hurdled. That should be 
possible; but we would do well to have them spelled out in advance rather than 
to plunge in with blind optimism. 

It may be too late for such an agency to get authorization from Congress. So 
many of the potential sites already are committed that the pattern already has 
been pretty well fixed. Also Congress is characteristically slow to move, and 
certainly will not enact this measure unless it has hearty support from the 
Northwest congressional delegation. 

Let us have the bill introduced, however, and laid open for public discussion 
and congressional consideration. The idea itself has merit. Give the bill to im- 
plement it a close but fair look. 


{From the East Oregonian, Pendleton, Oreg., of December 10, 1957] 


A REGIONAL CORPORATION 


Because the Congress will be asked by the Eisenhower administration to 
appropriate more funds for defense there has been much speculation as to the 
availability of funds for domestic programs. It has been anticipated that the 
administration will adopt a “no new starts” policy which would halt appropria- 
tions for water resources development projects—hydroelectric, reclamation, and 
flood control. 

How would this—delaying of construction of John Day Dam, impounding 
funds for construction of the Crooked River reclamation project, withholding 
funds for several other projects that have been authorized—affect the economy 
of the State of Oregon? 

Oregon’s economy is dependent upon the development of three basic resources— 
wood, soil, and water. Wood products manufacturing contributes most to the 
State’s economy and agriculture stands second. Full utilization of the water 
resources of the State in the direction of increasing agricultural production and 
providing all available hydroelectric energy from our streams could do much 
more toward growth of the State’s economy than has been done. 

Some of the job of developing the State’s water resources can be done by the 
private power companies. They are doing some of it now. But there is much 
they cannot do. They cannot build reclamation projects and neither can any 
other private group. And they cannot provide low-cost power that will attract 
those industries that must have low-cost power. 
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Metallurgical industries have been moving into the Ohio Valley and eastward 
because the Northwest cannot provide them with abundant low-cost power. Al- 
though they are paying more than they would be charged for Bonneville power 
the higher cost is just about offset by higher freight rates they would pay on 
products manufactured in the Northwest and shipped to the populous centers 
of the Midwest and East. Low-cost power must be available in the Northwest in 
sufficient quantity to attract those industries here. There are too many contrary 
factors that make the region undesirable to them. 

What can be done to assure the continued development of the vast hydroelectric 
potential of this region? 

Senator Richard Neuberger says it is the responsibility of the Federal Govern- 
ment and he refuses to accept the administration’s premise that the Nation can- 
not afford to develop its resources at the same time that it is catching up with 
the Russians in the missiles race. He points out that the Rusisans are well able 
to keep both programs going simultaneously and argues that the United States 
is quite capable of matching the Soviets. 

There is another approach to the subject. Its proponents do not take issue 
with Senator Neuberger, but it has been their thinking for some time that the 
day might not be too far off when the Congress, no matter in which party’s con- 
trol, would refuse to annually spend large sums of money for the development of 
the hydroelectric potential of the Northwest. They point out that it has been 
increasingly difficult to get adequate funds. The Oregonian has been a spokes- 
man for this group. It is that newspaper’s suggestion that a regional corporation, 
composed of the Federal Government and the Northwest States, be formed to 
build hydroelectric projects in this region. The job would be financed by borrow- 
ing funds on existing installations, thereby removing the Federal Government 
from financing. 

We think Senator Neuberger is entirely right, that this Nation is well able to 
pay for the development of its resources while it is spending for an adequate de- 
fense. But we would like to see the introduction of legislation that would estab- 
lish a regional corporation. Then, if the Congress refused to make any more 
appropriations for hydroelectric projects in the Northwest the region would not 
be placed in a vacuum. A regional corporation would permit progress on the 
huge task of developing the region’s hydroelectric potential. We do not see how 


industrial and business growth can be accomplished without full utilization of 
the water resources of the region. 


[From the Oregonian, Portland, Oreg., of January 17, 1958] 
POWER PLANNING CHAOS 


The President’s budget for Northwest water projects illustrates again why this 
newspaper advocates a regional power corporation for comprehensive planning 
and orderly construction of Columbia Basin power units with major self-financing 
by sale of revenue bonds. 

The $2 million item for John Day Dam in the Columbia would barely keep that 
needed project alive. The Eisenhower administration originally favored partner- 
ship construction of this dam, which is a link in the Federal system. But Con- 
gressman Sam Coon’s bill to effect that, with local utilities to be the cash-contrib- 
uting partners, never got out of committee, and Coon was defeated at the next 
election, 

The next administration budget did not include anything for John Day. But the 
Democratic Congress approved a token amount, $1 million, to nail down the 
project, as a Federal undertaking. The administration accepted that, but in the 
present budget squeeze to provide more billions for arms without new taxes, only 
$2 million was asked for John Day. Only preliminary work could be done, if 
that figure should be accepted by Congress, toward construction of a $350 million 
project. 

Ice Harbor, Hills Creek, and Cougar Dams, also given life by Congress with- 
out administration approval, fared better in the budget. But the administra- 
tion policy is no new starts—a policy which Congress may accept, this time, 
in view of the new sums needed for missiles, earth satellites, and the military 
generally. That means postponement of lower Monumental Dam, the next in a 
stairway of four to bring navigation to Lewiston on the Snake, and of Green 
Peter Dam, on the South Santiam, another project, like Cougar, on the south 
fork of the McKenzie, originally labeled partnership by the administration. 

28333—58——10 
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The President did include $196,000 to complete a Bureau of Reclamation study 
of feasibility of a high dam at the Pleasant Valley site in the Snake—a study 
sought by Secretary of Interior Seaton but forbidden by a committee of Congress 
last session. Here, again, orderly planning has taken a beating from the political 
pull and haul between administration and Congress. Northwest Power Co.’s ap- 
plication for a lower dam at Pleasant Valley is before the Federal Power Com- 
mission and a decision may be expected before Congress can act on the high dam 
survey item. The higher dam should have been studied long ago. 

The record of Federal planning and construction in the Columbia Basin is 
that of a drunken man staggering up hill on a windy day. Besides the tug-of- 
war between Congress and the administration, and between the political parties, 
there has been an underground cold war among the Federal agencies, including 
the Army engineers, Bureau of Reclamation, Federal Power Commission, and 
Bonneville Power Administration, and a constant struggle between public power 
and private power. 

We see no relief from this chaotic warfare which is strangling Northwest 
water resource development, in view of the space-age requirements for more and 
more appropriations for arms to compete with Russia. The time is right for con- 
gressional approval of a single, self-financing Northwest agency to absorb the 
Bonneville Power Administration and take over planning and construction of 
multiple-use projects. 





Mr. NEUBERGER. In conclusion, Mr. President, I send to the desk the bill and 
the insertions to which I have referred, and I ask that the bill be appropriately 
referred. 

The Vice PRESIDENT. The bill will be received and appropriately referred. 

The bill (S. 3114) to amend the Bonneville Project Act in order to establish 
the Columbia River Development Corporation, introduced by Mr. Neuberger (for 
himself and other Senators), was received, read twice by its title, and referred 
to the Committee on Public Works. 


{February 5, 1958] 


CoLUMBIA RIVER REGIONAL POWER CORPORATION BILL—ADDITIONAL COSPONSORS 
oF BILL 


Mr. NEUBERGER. Mr. President, I am heartened to be able to announce to 
the Senate that the distinguished senior Senator from the State of Washington 
{Mr. Magnuson] and the distinguished junior Senator from that great State 
{[Mr. Jackson] have decided to become cosponsors of the bill providing for a 
regional power corporation in the Columbia River Basin. The bill is 8. 3114. 
Other cosponsors, with me, are: Mr. Morse, Mr. Murray, Mr. Hill, Mr. Mansfield, 
and Mr. Sparkman. 

It is our expectation that the distinguished senior Senator from New Mexico 
{Mr. Chavez] will annomnce in the comparatively near future the scheduling of 
hearings on this vital proposal by the Public Works Committee, of which he is 
chairman. 





{February 21, 1958] 


BIPARTISAN SUPPORT FOR REGIONAL POWER CORPORATION IN STATES 
oF PAcIFIC NORTHWEST 


Mr. NeuperGer. Mr. President, on January 23, 1958, I introduced S. 3114, to 
authorize a regional power corporation in the Pacific Northwest. 

This bill, modeled to some degree after the TVA self-financing program, has 
been drafted by the Pacific Northwest Public Power Association, and I have in- 
troduced it by request for myself and seven distinguished cosponsors who sus- 
tain my view that public hearings should be held by the Senate on this crucial 
issue. 

On February 14, 1958, the Oregonian, of Portland, Oreg., published an editorial 
entitled “Bipartisan Power Plan,” which emphasizes again that daily newspaper’s 
support of the general idea of the regional power corporation, and also offers the 
hope that the legislation will enjoy the approval of leading members of both major 
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political parties. I share that hope, and thus ask unanimous consent that the 
Oregonian editorial appear in the body of the Record. 

(There being no objection, the editorial was ordered to be printed in the Record, 
as follows:) 


BIPARTISAN POWER PLAN 


Bipartisan support for a Federal power corporation intended to break the log- 
jam for both hydro and thermal generation of electricity in the Northwest moved 
nearer this week as a result of Secretary of the Interior Fred Seaton’s frank 
statements on the subject. 

The Republican Cabinet officer approved the proposal in principle as represent- 
ing local and regional control of resource development, to which I am dedicated. 
The encouragement of local and regional efforts to do what the Federal Govern- 
ment has had to do in the past, and is no longer able to do so well under the 
increased burden of defense and other demands, has been an Eisenhower admin- 
istration policy since the President’s inauguration. 

Secretary Seaton, it should be noted, did not endorse in full the specific bill for 
a regional power corporation drafted by the Northwest Public Power Association 
and introduced by Senator Neuberger and seven other Democratic Senators by 
request. But neither does Senator Neuberger endorse it without exception. He 
and the bill’s authors fully expect that hearings will bring out desirable amend- 
ments and necessary compromises. 

What is important is that the administration, as far as Secretary Seaton is its 
spokesman, recognizes as well as do the Democratic Senators and many individ- 
uals and groups in the Northwest that the combined efforts of the Government 
and of local utilities to meet the tremendous demand for electricity will not be 
enough. And the Secretary is willing to work with people of the Northwest to- 
ward achievement of a self-financing agency which can fill the gap. 

The reservations which Secretary Seaton made, while he did not apply them 
specifically to the NWPPA bill, are almost identical with those made by the 
Oregonian with respect to that bill. These involve questions of the preference 
clause, flexibility in sale of revenue bonds, and time restrictions on transfer of 
Federal projects under construction to the new agency. « 

These and other questions must be thoroughly explored in Senate committee 
hearings. It is fair to assume, on the basis of Secretary Seaton’s statements 
here, that the administration will not go into these hearings with an attitude of 
opposition, but will offer information and advice which will be helpful in arriving 
at legislation fair to all interests involved. These include State requirements 
for more equitable sharing of Federal power in the future; private and publicly 
owned utility needs ; more power for industries. 

Some Republican leaders in Oregon who havs shied away from the regional 
power corporation idea without examining it candidly, ought to be persuaded by 
Secretary Seaton’s interest in it that such an agency need not and would not be, 
if properly drawn, a socialistic superagency. It is time more Republicans 
awakened to the realities—including the growing discrimination against Oregon 
in the allocation of Federal power to public agencies in the State of Wash- 
ington. 

It is the public power movement with Washington as its center that is spon- 
soring the bill now in Congress. If Oregon wants to improve its power situa- 
tion in the future—and if it does not, it will be competitively strangled for in- 
dustries—Oregon had better get on the job and help work out legislation fair to 
all regional interests. Secretary Seaton’s attitude is the right one. 


[April 17, 1958] 
CoLUMBIA RIVER REGIONAL POWER CORPORATION 


Extension of remarks of Hon. Richard L. Neuberger, of Oregon, in the Senate of 
the United States, Thursday, April 17, 1958 


Mr. Neupercer. Mr. President, proposals for financing future water-resource 
development of the Columbia River through power revenues, under the direction 
of a regional power corporation, are receiving increased attention in the Pacific 
Northwest. Since the introduction of the Columbia River Regional Corporation 
bill by myself and numerous cosponsors early in this session, the idea has been 
discussed editorially by many newspapers, with varying degrees of acceptance. 
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I am pleased that two leading newspapers in my home State have recently given 
additional endorsement to the regional corporation concept of Columbia River 
development. 

Mr. President, I ask unanimous consent to have printed in the Appendix of 
the Record an editorial entitled “Power Can Pay Its Way,” published in the 
Portland Oregonian, of April 13, 1958, and an editorial entitled “This Is the 
Way To Do It,” published in the Pendleton, Oreg., East Oregonian of April 3, 
1958. 

(There being no objection, the editorials were ordered to be printed in the 
Record, as follows:) 

Power CaN Pay Its Way 


Bipartisan legislation to permit the Tennessee Valley Authority to pledge its 
power revenues for financing of additional projects is approaching a vote in the 
House of Representatives. A similar bill was adopted in the Senate last year 
by a vote of 61 to 20. 

The Pacific Northwest has a sharp interest in the proposal, made in three 
messages by President Eisenhower, for TVA self-financing. A Senate bill has 
been introduced to establish the Columbia River Development Corporation. It 
would have authority to issue revenue bonds, based on power sales of the Bonne- 
ville Power Administration which the regional corporation would supersede, to 
pay for the share of the costs of multiple-purpose projects—and later, atomic 
plants—assignable to power. This would speed up hydroelectric development 
of the Columbia Basin immeasurably, by taking the major costs of new dams off 
the back of Congress. 

The Northwest Public Power Association, author of the Columbia River De- 
velopment Corporation bill, points out that the self-financing pattern to be estab- 
lished in the TVA bill may be the precedent for regional self-financing here. 

One points needs clarification, in view of early attacks (in the Seattle Post- 
Intelligencer and elsewhere) on the Columbia River Development Corporation 
bill. This new Federal corporation, subject to strict administration and con- 
gressional controls, would not be the equivalent of TVA, nor would it resemble the 
Columbia Valley Authority idea of New Deal days. 

It-would be limited to power development—its goal to make up the deficit be- 
tween generation and need created by the inability of Congress and local utilities 
to invest in facilities at a necessary rate of about $1 million a day. The corpora- 
tion would not, as does TVA, hold responsibility for development of other re- 
sources—navigation, flood control, fisheries, mining, agriculture, chemicals, ete. 
But it would be required to conduct itself in a manner not adverse to other 
resource development, and to cooperate in such development. It could not, as the 
Federal Power Commission does, dismiss the fishery as of no account. Its opera- 
tions would have to be coordinated for flood control, navigation, and other uses of 
the waters. 

The attempt by the Seattle Post-Intelligencer to brand the regional power corpo- 
ration as another CVA proposal is indefensible. 

The only resemblance a Columbia River Development Corporation would have 
to TVA, if the new TVA legislation is adopted, is that both would stand on their 
own financial feet rather than being dependent wholly on appropriations from 
the United States Treasury. The astonishing record of power expansion in the 
Northwest shows that the region is fully able to finance its own big power projects, 
for which Congress should be grateful. 


Tuts Is THE Way To Do It 


State Treasurer Sig Unander, one of five candidates for the Republican nomina- 
tion for Governor, told a Pendleton audience recently that he agrees in principle 
with the proposed Northwest Regional Corporation for development of hydro- 
electric power from the Columbia River and its tributaries. 

“There can be little question that formation of such a corporation would answer 
many of the area’s hydroelectric power problems. Such a program has many 
advantages. It provides for regional control as opposed to Washington, D. C., 
control, and would not be dependent upon congressional appropriations for finan- 
cing,” said Mr. Unander. 

There is much to be said in behalf of a regional corporation. At this point one 
of the best arguments for it is the record it can show of support from members 
of both political parties. 
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The necessity that a program be developed which would assure the necessary 
funds annually to develop the hydroelectric potential of the Columbia Basin and 
at the same time that development be accomplished wisely has been apparent for 
a long time. 

So long as most of the money required to develop the water resources of the 
basin must come from congressional appropriations, orderly development is im- 
possible. The Oregonian, originator of the regional corporation plan, sketched 
the problem as long ago as July of 1952 and it hasn’t changed since. Said the 
Portland newspaper at that time: “The Pacific Northwest has been staggering 
forward for 20 years under the most confusing hodgepodge of projects, agencies, 
and statutory authority—all lumped under the general heading of Columbia 
Basin development—ever proposed by a President and accepted by a befuddled 
Congress.” 

Regional controls of all the many programs that deal with water resource 
development in the Columbia Basin could bring order out of chaos. 
And it could get the Federal Government out of the power business in the 
basin by turning the development program over to an interstate agency, which 
could finance project development by sale of reserve bonds. 

Senator Richard Neuberger has introduced legislation which would create a 
regional corporation. He has said that he is not satisfied with all of the pro- 
visions the bill encompasses but he likes the principle. Others share his hesi- 
taney in accepting all the clauses in the legislation as it is now written. Mr. 
Unander has expressed agreement in principle, and so have many others. 

Many who support this legislation fear that the private-power companies oper- 
ating in the Northwest will try to block congressional approval of it. Perhaps 
they will. If they do we believe it will prove for them to be a tragic mistake. 
They cannot make a sound case that a regional corporation would harm them. 
Opposition would leave them in the poor position of having to refute the charge 
that they want the game to be played under their rules or they won’t play. 

Spokesmen for the private-power companies have said that the hydroelectric 
potential of the Columbia Basin must be fully developed and that it will be nec- 
essary for everybody to participate in the program in order to get the job done. 
If they really believe that, they much support a regional corporation approach 
to full development of the region’s resources. 


[March 8, 1958] 
REGIONAL POWER CORPORATION FOR COLUMBIA RIveR BASIN 


Extension of Remarks of Hon. Richard L. Neuberger of Oregon in the House 
of Representatives, Monday, March 3, 1958 


Mr. NEUBERGER. Mr. President, with a view toward opening discussion for 
means of advancing development of the resources of the Columbia River, I re- 
cently introduced a bill designated as the Columbia River Regional Corporation 
bill. The proposal for establishing a corporate structure by which new multiple- 
purpose projects could be built with power revenues has evoked considerable 
comment—favorable, lukewarm, and critical. 

Mr. Malcolm Bauer, special correspondent for the Christian Science Monitor, 
recently wrote on the subject of the power corporation proposal. His article 
was published in that newspaper’s issue of January 13, 1958. I ask consent that 
the article be printed in the appendix of the Record. 

(There being no objection, the article was ordered to be printed in the Record, 
us follows :) 

{From the Christian Science Monitor of January 13, 1958] 


NEUBERGER TO PusH POWER AUTHORITY FOR NORTHWEST 
EXPANSION SPEEDED 


(By Malcolm Bauer) 


PORTLAND, OrEG.—The new year promises to be a significant one in the develop- 
ment of the hydroelectric resources of the Columbia River system. 

It will be a year of great expansion in the Pacific Northwest power empire, 
as dams and powerplants begun years ago come to completion. And it will surely 
be a year of major decisions in the continuing struggle between private and 
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public interests for a dominant role in harnessing the great river and its 
tributaries. 

Installation of new generators in both public and private hydroelectric projects 
in the next 12 months is scheduled to add 1,378,150 kilowatts to the capacity of 
the Columbia power system—the equal of 2 dams the size of Bonneville, which 
was the first big Federal project on the Columbia 20 years ago. 

The flood of new kilowatts should relieve the power shortage which has been 
chronic for more than a decade in this region of low-priced energy. Officials of 
the Bonneville Power Administration, the marketing agency for power produced 
by Federal generators on the Columbia, estimate that the shortage will not 
return before 1965. 


Bill proposed 


Given the time it takes to build a major dam, however, 1958 is none too soon 
to plan to meet the crisis anticipated in 1965. The Federal contribution to the 
1958 additions to the power pool will come from two projects: Chief Joseph 
Dam and the Dalles Dam, first authorized by Congress early in the decade. 

For this reason, there is much Pacific Northwest interest in a bill to set up a 
Columbia basin regional power corporation, to be introduced in the new session 
of Congress by Senator Richard L. Neuberger, Democrat, of Oregon. 


Bond issue 


Senator Neuberger’s proposal is that the Federal Government set up for the 
,acific Northwest an independent regional agency to plan, construct, and operate 
the power facilities of the Columbia system. Such an agency would absorb the 
Bonneville Power Administration, which is merely a marketing and distributing 
agency. It would be governed by a board composed of Northwest residents, 
operating as an agency of the Federal Government. 

Of overriding importance would be the board’s authority to finance the con- 
struction of hydroelectric projects by issuing bonds to be retired out of power 
revenues. The uncertainty of congressional appropriations has been a major 
hindrance to growth in the Federal program in the Pacific Northwest. 

The proposed agency would be similar to the Tennessee Valley Authority with 
respect to the power production and distribution activities of the latter, but it 
would not, as does TVA, have responsibility in other resource fields. 

Clause preferred 

The Neuberger bill is similar to a measure prepared by the Pacific Northwest 
Public Power Association, representing local public bodies engaged in the pro- 
duction and distribution of power. 

The principal difference is in a suggested amendment to the preference clause, 
a provision of Federal law which for a half century has required that electricity 
produced by the Federal Government should go first to meet the requirements of 
publicly owned distributors and thereafter to private power distributors. 

The Pacific Northwest Public Power Association naturally prefers to retain 
this clause as itis. Senator Neuberger’s bill would modify the preference clause 
to give preferred classification also to private industrial organizations buying 
directly from the regional power authority. 


FEDERAL-PRIVATE RACE 


This provision of Senator Neuberger’s bill is of particular importance to his 
native State, because Oregon electric utility systems are largely privately 
owned, whereas public ownership of power facilities dominates in the State of 
Washington. 

Oregon utility executives foresee a time when public power distributors will 
demand all power produced in the Federal system in the Northwest, and private 
firms will be forced to rely on their own resources. Generally, they are opposed 
to the Neuberger bill and its treatment of the preference clause, which they would 
much rather see eliminated. 

It is this fear of eventual exclusion from the product of the Federal system 
that has given an air of urgency and determination to the private power indus- 
try’s drive to stake out private claims among the dam sites on the Columbia 
and its tributaries. With the executive support of the Eisenhower administra- 
tion, they have more than held their own. More than half of 1958’s new kilo- 
watts will come from projects financed by private capital. 
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New effort pledged 


The biggest of these are Brownlee Dam on the Snake River, Swift Dam on the 
Lewis River in Washington, and Pelton Dam on the Deschutes River in Oregon. 
The three have been built by the Idaho Power Co., Pacific Power & Light Co., 
and Portland General Electric Co., respectively. 

The Brownlee project is the first of the three undertaken by Idaho Power in 
that section of the middle Snake in which public-power advocates wanted to 
build a high Hells Canyon dam. Oregon’s Democratic congressional delegation 
is pledged to a renewed effort in this session of Congress to win congressional 
authorization and appropriation for the Hells Canyon Dam. 

The Idaho Power Co. has rushed the Brownlee project, not unmindful that 
the further it proceeds, the less the possibility that Congress will pass a Hells 
Canyon bill, already rejected four times. The Brownlee project is scheduled to 
begin pumping 270,300 kilowatts into the Northwest Power Pool by next fall. 
Its entire works would be flooded out by a high dam at the Hells Canyon site. 

Idaho Power Co. won the battle of Hells Canyon before the Federal Power 
Commission. A similar struggle has been raging in the same arena for the right 
to develop the Snake River downstream from Hells Canyon, to be discussed in 
the next article. 


[The Sunday Oregonian, January 26, 1958] 
REGIONAL POWER BILL DESERVES ATTENTION 


When Senator Neuberger introduced a bill to amend the Bonneville Project 
Act for the purpose of establishing a Federal regional power corporation in 
the Northwest he made it explicit that he did so “by request.” The request 
was from the Northwest Public Power Association, whose executive secretary, 
Gus Norwood of Vancouver, has been the major draftsman of the bill, now in 
its seventh form. 

Senator Neuberger, joined by five other Senators, put in the bill as written, 
to obtain hearings by the Senate Public Works Committee, of which he is a mem- 
ber, nor only on this proposal but on his own bill to provide a second-place pref- 
erence and priority for industrial sales of power from the Bonneville system. 
He does not believe the Norwood bill is adequate in that respect. 

The Oregonian, which has advocated formation of a regional power corpora- 
tion since 1952, also questions some of the provisions of the NWPPA bill, while 
endorsing its general purpose. This purpose is to set up a regional agency, 
complying with the laws governing other Federal corporations, which will have 
the power to plan and to finance, by the issuing of revenue bonds, large new 
hydroelectric and thermal power projects, and which would take over the Bonne- 
ville Power Administration (the Federal marketing agency) to get into business. 

The Norwood bill provides for Presidential appointment of a 5-member Board 
of Directors, all residents of the Northwest for at least 5 preceding years, not 
more than 2 of whom shall be from any 1 of the 4 Northwest States. This 
Board would take possession of the Bonneville Power Administration within 6 
months. But the Board could not be directed by the President to take posses- 
sion of an existing Federal hydroelectric project until 5 years had passed. Mr. 
Norwood thinks the new Corporation might never ask to take the dams, and 
generating plants already functioning away from the Army engineers and 
Bureau of Reclamation. The Corporation, of course, would assume the obliga- 
tion of repaying to the Treasury the balance of appropriated funds for BPA 
and the existing dams, out of power earnings. The sums earmarked by Con- 
gress to assist irrigation would not be affected. 

It is conceivable that such a public corporation might wish to assume the 
remainder of the financing for a Federal dam partly constructed, but held back 
by niggardly appropriations (a condition now facing John Day Dam). The 
Norwood bill does not seem to give the regional corporation such a right, until 5 
years have elapsed. This should be clarified in Congress. 

The Oregonian also questions the provision of the Norwood bill which re- 
quires the Secretary of the Treasury to accept the bonds of the corporation, 
without time limit. Earlier, the bill had included a “seasoning period” of 5 years, 
in which the Treasury would take the bonds. But thereafter, the corporation 
could sell its bonds on the open market if it wished. The 5-year period has been 
eliminated. The corporation, we believe, should be free at once to sell its bonds 
to the Government or to private investors, and the Treasury should also have 
authority to resell such bonds to the investing public. 
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The aim of the drafters, of course, is to keep the costs of financing new projects 
as low as possible, so that power rates will remain low. Interest rates on the 
open bond market now are high—but coming down. The corporation should not 
be tied to a single sales outlet—and that the United States Treasury. Private 
money may cost more than Government money, but a corporation not dependent 
upon the appropriation process also could build projects much cheaper than Fed- 
eral projects now are built. 

(Incidentally, the corporation would expect to continue to rely on the con- 
struction agencies of the Federal Government—the Army engineers or the Bureau 
of Reclamation, depending upon the kind of project involved—to have charge of 
building dams. Their use of private contractors would not be changed.) 

The Norwood bill retains the preference and priority clause of the Bonneville 
Act. The need for this favoritism to public power districts and municipal- 
ities has disappeared. A reasonable utility responsibility clause guaranteeing 
fair treatment to all kinds of consumers, including industries, would be much 
better. This portion of the bill may get more attention than any other in 
Congress. 

The Oregonian is pleased that Senator Neuberger and others have introduced 
the bill. It deserves thorough and fair hearing of all arguments for and against, 
and careful consideration and proposed amendments to make the plan more ac- 
ceptable to the diverse utility and consumer interests of the Northwest. The 
proposal cuts across party lines and should not be allowed to fall into a partisan 
pit. 

Senator Neusercer. I think we might include at this point in the 
record two statements prepared for these hearings by men whose back- 
ground in resource development and especially in Pacific Northwest 
resource development is unexcelled and perhaps even unequaled. One 
of them is Prof. Charles R. McKinley, head of the department of 
political science at Reed College in Portland and author of the very 
authoritative work entitled “Uncle Sam in the Pacific Northwest.” 
The other is Mr, Roy F. Bessey, a private engineer and consultant in 
the field of resource development with worldwide experience in the 
field going back almost half a century. 

Both of these gentlemen were most active and influential in the 
genesis of the entire Federal power and resource program in the 
Pacific Northwest, Mr. Bessey as regional officer for the National Re- 
sources Planning Board and executive officer of the Pacific Northwest 
Regional Planning Commission and Professor McKinley as a staff 
member of that commission, and each of them was a major participant 
in the preparation of its original 1936 report on the Columbia Basin. 

I would like to express the appreciation of the committee to these 
two experts for their continuing interest in these problems and for 
taking the trouble to prepare and submit these statements. I am 
sure that in the light of their background of expert experience their 
opinions will command the respect and serious consideration of every- 
one who is seriously concerned with these problems. 

(The statements are as follows:) 


STATEMENT CONCERNING S. 3114 spy CHARLES McKINLEY 


The chief purpose of 8S. 3114 is to restore something of the unity in planning 
and programing for the “water-in-the-channel” development of the Columbia 
River that appeared to have been nearly within reach 9 years ago. The Secre- 
taries of the United States Departments of the Army and the Interior wrote 
to the President on April 11, 1949, to declare that their respective departments 
had reached agreement upon a development plan for the Columbia that not only 
fully coordinated their plans with respect to the “physical features to be in- 
cluded in the plan of development, but also with regard to the policies and 
scheduling of the work to be done.” This letter also stated that the joint com- 


prehensive plan would not only meet current requirements, but would provide 
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“a basis for incorporation of further projects into the program as they become 
necessary.” It also provided, they told him, “for the inclusion, when prepared 
by the appropriate agencies, of plans for forest management, land treatment, 
protection, and propagation of fish and wildlife, recreational development, meet- 
ing rights and needs of Indians, and interagency procedures for coordinated 
operation of river-control projects.” 

Since that letter was dispatched the high hopes for the progressive achieve- 
ment of a coordinated, multiple purpose, basinwide developmental program for 
the Columbia River system have been rudely dashed. First came the halting of 
new projects with the sudden onset of the Korean war; then came the EHisen- 
hower administration’s decision to withdraw Federal financing and programing 
of river projects in favor of local private or public groups. The repudiation of 
any Federal obligation to continue to meet the regional electric energy demands 
through advance Federal hydroelectric development has meant the substitution 
of a wild scramble by private and local public groups for the right to build power 
projects at locations and under physical limitations most favorable to them, 
rather than most conducive to the utilization of the water resource for the most 
regional and national benefits. 

While a number of such projects have been licensed or authorized and thus 
are furnishing or will furnish additional blocks of electric energy, these gains 
have been bought at the high price of (1) structures that neglect the full potential 
for the nonreimbursable benefits—such as flood control and recreation, (2) 
projects that throw major barriers across the fully matured and universally 
accepted Lower River program for salvaging the upriver salmon species, (3) 
programs that neglect the high priority of lowest cost hydro energy essential to 
continuing the regional industrial development based on primary and secondary 
electrometallurgical and electrochemical processes and (4) the cessation of 
attention to the relations of watershed treatment to the quality or quantity of 
streamflow. The repudiation of a unifying Federal responsibility for compre- 
hensive development has also released the repressed jealousies of upstream and 
downstream antagonistic interests and is destroying the former regional approach 
which relied ‘upon a regional high tension grid and a uniform regional rate 
policy to determine the distribution of private energy uses, free of noneconomic 
distortions due to arbitrary allocations of blocks of power or tied to differential 
rates based on distances from generation sources. 

Any program which strives to correct these anticonservation, wasteful, and 
regionally destructive tendencies, as is undoubtedly intended by S. 3114, deserves 
the most sympathetic and careful consideration by the Congress. This is all 
the more true when the attempt would substitute debt obligations based pri- 
marily on power revenues for financing a high proportion of the cost (both 
capital and operating) of the entire river-structure program in place of con- 
gressional appropriations. I therefore wish to express my hearty approval of 
the intent of this measure. I also wish to indicate my feeling that most of its 
text seems admirably drafted to provide the changes in powers and procedures 
that will be needed for a public corporation to administer the power planning, 
producing, and transmitting responsibilities so urgently needed. 

I shall confine my few suggestions to some of the larger questions which the 
bill raises in my mind and for which I do not feel that adequate answers are 
given. Perhaps in this way the committee may be helped to find better answers 
than I think are now contained within the four corners of the current draft. 

My first point is that this measure envisages a corporation which would become 
the central agency, not only for hydroelectric development but for all the 
desirable water-development purposes to be included in each project, as well as 
for the entire basin system, including coordination with river-development plans 
on the Canadian side of the border (lines 5—21, p. 5; also pp. 14-16). It would 
be the overall “water in the channel” planning agency; it would make the allo- 
cations of cost as between the several purposes for each project and the whole 
program (pp. 12-138), subject to Presidential approval. It would prepare the 
advance programs (to be first submitted within 2 years and thereafter annually 
revised) for river projects, with all of their “beneficial public uses,” and it would 
have to approve any dam or control structure for the Columbia or its tributaries 
before these could be built. 

I heartily approve the creation of a unified Federal agency to take responsibility 
for these purposes, but I am quite doubtful about tying this overall development 
function to an agency primarily concerned with building and operating the 
hydroelectric functions without a more complete set of policy directives relating 
to the several nonpower functions so as to assure that the electric function will 
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not distort the vision and judgment of the corporate board as the latter con- 
fronts its multiple-purpose coordinating or adjusting tasks. 

_I also feel that more definite procedures for obtaining the experience, informa- 
tion, and judgment of other Federal (as well as State) agencies who now handle 
the nonpower aspects of river development are needed to assure the incorporation 
into the advance programs, as well as into the operating policies when the present 
river structures ultimately are transferred to the Corporation, so as to assure 
proper recognition of the non-power-program needs. If there were any river 
system in the country in which the power function might have glued to it the 
overall river-planning task with some color of justification, I think it would be the 
Columbia. For it is the greatest potential power stream we have. But even here 
I doubt the ultimate wisdom of linking the trailer containing all the many non- 
power functions onto the power “truck.” 

I think it would be better to utilize the suggestions of the President’s Water 
Policy Committee or of the Missouri Basin Survey Commission or of the 1949 
proposal for a Columbia Valley Administration (S. 1645) and come at the problem 
of overall river development directly rather than as an appendage to the hydro- 
electric function. 

This judgment is reinforced by the bill’s provisions for constituting its corporate 
Board. I cannot see much wisdom in stipulating for a board confined solely to 
longtime residents of the Pacific Northwest. If there is to be a full-time Board 
(and I am somewhat skeptical of fulltime service for any member other than 
the Chairman) the President should be free to select his nominee from any place 
where he can find the most qualified persons. The qualities needed for the re- 
source planning and development tasks will be rare and the best possible persons 
should be selected. Having lived in the Columbia Valley for well over a half 
century, I am certainly not prejudiced against my neighbors and friends. But I 
think it would be self-defeating provincialism to restrict Board appointments by 
a local residential requirement. There are plenty of ways, as the bill already 
suggests, for eliciting the experience, information, and insight of the people and 
interests within the region during the process of formulating plans for construc- 
tion and operation. 

The only counterpart to a full-time river-development board proposed in the 
billin American experience, is the Board of the TVA. During its first 5 years this 
Board plan turned out to be a source of great internal friction and almost fatal 
disruption. 

Against these adverse comments about the proposed Board and its dual rela- 
tionship to the hydroelectric program and other water programs may be set my 
own recommendations as a staff participant in the 1936 Report of the Pacific 
Northwest Regional Planning Commission on the Columbia Basin.’ I there 
suggested a public power corporation to undertake the function of building and 
operating the transmission grid and operating the generators at Bonneville and 
Grand Coulee Dams. Between that proposed Corporation’s Board and the mem- 
bership on the Regional Planning Commission I suggested a partial interlocking 
membership relation. This suggestion was based on the assumption (1) of a 
permanent regional planning commission tied to a national resources planning 
agency in the Office of the President and (2) of the special need to market the 
new Federal power for peacetime purposes over a considerable period of time in 
such manner as to relieve great unemployment in the region, find economic oppor- 
tunities for the “dust bowlers” then flocking to the Pacific Northwest from the 
drought in the Great Plains, and checking the extreme swings in seasonal em- 
ployment resulting from dependence of the region on primary extractive economic 
activities. Today we have no recognized regional resource planning agency; we 
have no national resource planning staff in the Presidential Office; the war and 
postwar boom brought great changes in the power marketing situation not en- 
visaged in 1926. We do have problems of cyclical and seasonal employment for 
which cheap and ample hydroelectric energy would be extremely helpful allevi- 
ants, if marketed by imaginative makers of Federal power policy. 

I hope that S. 3114 will be so improved as to bring these goals and the other 
potential water-resource-program benefits to the Pacific Northwest and the 
Nation within the next few years. 


1 Regional Planning—pt. 1, Pacific Northwest. National Resources Committee, pp. 175 ff. 
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STATEMENT OF Roy F. BressEY WirH REFERENCE TO Britt S. 3114 
QUALIFICATIONS 


I am a consultant, in private practice, in the field of resources and regional 
development and organization planning. My experience in this kind of activity, 
of some relevance to the problem and measures under consideration in the bill 
referred to, includes the following: 

United States Federal service as Pacific Northwest regional officer for the 
National Resources Planning Board and its predecessors and executive officer 
of the Pacific Northwest Regional Planning Commission and of their regional 
water-resources committee, 1934-43; special adviser to the Administrator, 
Bonneville Power Administration, on resources and regional development mat- 
ters, 1943-46; executive director and chairman of the Pacific Northwest Field 
Committee, a regional program development and coordination arm of the Sec- 
retary of the Interior, 1946-53. 

In 1946 with China Office, UNRRA, acting deputy director on organization and 
program planning for supply, relief, and rehabilitation. 

At various times since 1952, consultant for: United Nations Technical As- 
sistance Administration, on general and country program planning, and as rep- 
resentative at Technical Conference on Water Resources Development, Eco- 
nomic Commission for Asia and the Far East; Resources for the Future, Inc., 
on a regional study project; National Hells Canyon Association, and Committee 
for Paradise Dam, on full development aspects and problems; Special Subcom- 
mittee on Water Resources and Power, Government Operations Committee, House 
of Representatives, on review of water and power policy and organization issues; 
Ivan Bloch & Associates, on planning and development organization studies 
for State of Oregon; and others. 

For about 7 years between 1926 and 1932, employed in private consulting engi- 
neering work, in the United States and abroad, with several firms, principally 
in port, terminal, and waterways investigations and planning. (Including ex- 
amination of waterway and port projects and program in the U. 8S. 8S. R., with 
Frederic R. Harris, Inc., New York.) 

A total of 35 years of Federal service, between 1911 and 1958, in civil engi- 
neering, resources and regional development and planning and programing fields, 
under Panama Canal, Navy, War, and Interior Departments, and Executive 
Office of the President. 

RECOM MENDATION 


I would urge enactment of S. 3114 as providing a desirable and feasible means 
to certain fundamental and vital ends: 

The effective development and beneficial use of the outstanding resources of 
the Columbia River Basin and of contiguous drainage basins in the States of 
Oregon and Washington. 

Increased national strength and stability, and improvement of the competi- 
tive position of the Nation in this regard, through widening and reinforcing the 
resource base of the economy and through additions to productive capacity. 

Increased capacity, diversity, balance, stability, and strength in the Pacific 
Northwest regional economy ; development of a stronger regional economy in the 
stronger total national economy. 

Improved structure, decentralization, responsibility, and efficiency in govern- 
mental organization, with special reference to regional development and to in- 
vestinent and return in national resources development. 


VIEWS OF WRITER 


In the interest of comprehensiveness in the view presented herein, I would refer 
the committee to the attached papers on the subjects of Columbia Basin develop- 
ment and public policy and of regional organization for an integrated develop- 
ment of water resources.’ It is believed that the discussion included in these 
papers is entirely germane to the matter before the committee and it is hoped 
that it may help—both directly and through included references—in putting 
the problems of development and of organization in their broader contexts. 


‘Roy F. Bessey: The Columbia River and Public Policy, address before Portland City 
Club, March 29, 1957, also published in Pacific Northwest Public Power Bulletin, May 1957. 

Needs and Alternatives in Regional Organization for an Integrated Development of Water 
Resources, presented to committee on the economies of water-resources development of the 
Western Agricultural Economie Research Council, at Pullman, Wash., June 1955. 
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‘ I would also like to express my concurrence in the basic memorandum of the 
Northwest Public Power Association to Senator James E. Murray, March 1, 
1957, on the desirability of amending the Bonneville Project Act, in the prepara- 
tion of which I was consulted. 

The views expressed in my statement and in above-mentioned papers are in 
broad accord with views on the problem and solution set forth in the study and 
report carried out under the direction of the National Resources Committee in 
1935, when the matter of organization for the planning, construction, and 
operation of the Columbia’s large public works was first faced by the national 
administration. That study (in which I served as chief of staff) resulted in 
salient recommendations: ? 

“For the establishment of a new and separate Federal corporate power agen- 
cy—with the view of keeping to the front the social and economic purposes 
underlying the Government's power development, of achieving the maximum 
regional and national benefit of the huge power resources of the region from 
Bonneville, Grand Coulee, and such federally financed public works on the 
Columbia and tributaries as may be built in the future, and of making power 
available to the greatest number of people at the lowest rates. 

“For the provision of a continuing, closely related, official, and responsible 
regional planning activity and organization for the Pacific Northwest.” 

It will be clear that this study and report was one of the important antecedents 
of the Bonneville Project Act of 1937 and of the present Bonneville Power 
Administration, also of any more comprehensive Columbia power agency which 
may follow—and which is now long overdue. A number of the provisions of 
the NRC plan were implemented in the Bonneville Act and Administration, 
but, as pointed out in the March 1 memorandum of the Northwest Public Power 
Association, that act acknowledged the provisional form of the administration 
to be established “immediately,” as of that time. 


COLUMBIA BASIN AND REGIONAL DEVELOPMENT 


The organizational proposal of S. 3114 is considered to be in accord with the 
orderly, timely, and effective development and beneficial use of the resources 
of the Columbia Basin and contiguous drainage areas. 

The development of the river system in general, and of its energy in partic- 
ular, is a key to the wider development of the full potentials of the Pacific 
Northwest. Responsible and effective organization in turn is a key to the 
formation of rational, well-conceived and well-coordinated plans, programs, 
and projects that will bring about an adequate and timely river-system devel- 
opment. 

As is widely known, the resource potentials of the Pacific Northwest are very 
great and are largely unrealized. Here is an unusually well-defined subnational 
region susceptible of development on a well-coordinated basis. Here is about 
9 percent of the Nation’s land and not much more than 3 percent of the popula- 
tion. Here are potential additions—important in the face of growing national 
and western population and food and fiber requirements—to the national crop- 
land area. Here is a continuing great potential in forest-products supply, pro- 
viding for about one-third of the Nation’s needs. Here is one of the Nation’s 
top-rank water resources—more than equal to all of the other combined water 
resources of the Western States. Here are varied and unrealized potentials in 
minerals production, including the Nation’s greatest reserves of phosphate rock. 
Here are outstanding fish, wildlife, and recreational resources of national signifi- 
cance and large cultural and economic value. And here is about 40 percent of 
the Nation’s potential hydro power—the country’s lowest cost electric power. 
This hydro power combines strategically with an outstanding water supply and 
an outstanding navigation facility as an attraction for a part of the new devel- 
opment that the Nation must achieve in expanding its basic industries. These 
basic resources of water and energy will be particularly effective in unlocking 
other physical, economic, and social resources over a wide range. Some of the 
highlights and implications of a well-conceived plan and program of resource 
development are indicated in my attached paper on the Columbia River and 
public policy. 

The bill indicates a large step toward effective development on a well-organized 
and businesslike, investment-and-return basis, under principles of centralized 
control of primary purposes and policies and decentralized administration, as 
well as under fundamental principles of conservation and development for hu- 








2National Resources Committee: Regional Planning, Part I: Pacific Northwest, 1936 
(pp. xifi-xix, 4-5, 8-13. 133-192). 
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man well-being, for maximum public benefit and wide distribution of benefits, 
for comprehensive, multiple-purpose and basinwide development, and for sus- 
tained yield of products and minimum waste of materials and energy. 

It indicates also a badly needed step in arresting an alarming trend in frag- 
mentation of what should be a strongly unified system of river-basin improvements 
and operations, The main control plan, and individual projects and their output 
in turn, are currently in the process of being jurisdictionally subdivided ad 
absurdum. 

With special reference to electric energy, the bill opens the way to exercise 
of a public-utility responsibility in assuring, through the Corporation and co- 
operating utilities, an adequate basic wholesale supply of electric energy, includ- 
ing a safe cushion above load estimates. This cushion or reserve is essential 
for developmental purposes—for the stimulation of power-use planning and in- 


vestment on the part of utility, industrial, and other customers—as well as for 
emergency purposes. 


CONTRIBUTIONS TO NATIONAL STRENGTH 


The effective development of the resources of the Pacific Northwest, in view 
of their extent, will make a very substantial contribution to increased national 
wealth, production, strength and stability, and security. 

The continuing expansion of population, accompanied by a continuing rise 
in levels of living, calls for a steadily compounding increase in gross national 
product and use of energy and materials.’ The desirable rise cannot be achieved 
and sustained without a constant and commensurate increase in physical, eco- 
nomic and social capital assets. And, in this expansion of fundamental assets, 
each river basin and region must contribute, in turn, in accordance with its 
potentialities and capabilities, to the building up of the Nation’s resource base. 

The Nation’s needs in this connection are underscored in the present critical 
situation—one of continuing crisis in international relations and competition, 
one of lagging growth in economic and social capital, and one of immediate 
and recurring crisis in economic recession, recovery and stabilization. 

The element of international competition in resource development and utiliza- 
tion is of large importance, and it will be for a long time to come. There is a 
new awareness, on the part of Members of the Senate and of its resources and 
works committees, of a rapidly moving and accelerating tempo of development 
and use of resources in vast areas of Europe and Asia. There is strong evidence 
that the U. S. 8S. R. is now making a more intensive and more rapidly accelerating 
use of its great water and power resources—which, if not met by the United 
States, may result in our taking second place in the production of energy and a 
number of basic materials in the not very distant future.‘ 

The improved river planning and development management and regional 
power management envisaged in S. 3114 will be a very important factor in a 
rationalized and accelerated development and use of the great water and energy 
resources of the Pacific Northwest to meet pressing national and regional needs. 
The contributions to a renewed progress in location and establishment of basic 
heavy industries—especially of the electroprocess types—will be of particular 
and fundamental value. 


THE REGIONAL ECONOMY AND ITS STRENGTHENING 


In connection with the strengthening of the Pacific Northwest regional economy 
in a stronger system of regions in a stronger national economy, a broad perspec- 
tive of the essentials of the region directly affected is desirable. The following 
excerpt on the Pacific Northwest region, its economy, and its regionalism is from 
an earlier paper on Pacific Northwest resource problems and solutions: 

“Geographically, the Pacific Northwest region is the northwest corner of the 
country—in political terms, Washington, Oregon, Idaho, and western Montana, 
and in river-drainage terms the Columbia basin, the coastal drainages of Wash- 
ington and Oregon, and the interior drainages of Oregon and Idaho. The area 
is about 280,000 square miles. 


3 President’s Materials Poliey Commission: Resources for Freedom, 1952. 

4Committee Prints 1, 2, and 8, Senate Committee on Interior and Insular Affairs, Rela- 
tionships of River and Related Water Resource Development Programs of United States, 
Soviet Russia and (Red) China; testimony of Chief of Engineers, U. S. Army, re S. Res. 
218: 8. Doc. No. 78, 85th Cong., 2d sess., United States Foreign Policy and Operations. 

5 Roy F. Bessey: Resource Conservation and Development Problems and Solutions in the 
Columbia Basin, in the Journal of Politics, vol. 18, No. 3, August 1951. 
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“Most significant geographic features of the region are the mountain ranges 
and drainage basins. From west to east the three main mountain groups— 
Coast Range, Cascade Range, and Rockies—set out major physical, climatological, 
and cultural subregions. Associated mountain ranges west of the Rockies further 
subdivide the great interior basin behind the Cascades. Most significant of the 
basin divisions are the Puget-Willamette trough between Coast and Cascade 
Ranges; the Great Plains and Plateaus of the Columbia Basin proper in central 
Oregon and Washington, the expansive crescent-shaped Snake Plains, and 
humerous intermontane valleys. It is significant, also, that the Columbia is an 
international stream, a considerable headwater area being located in Canada. 

“The climate is rather diverse—varying (west to east, with the Cascades as 
general breaking line) from marine and humid to continental and arid, as well as 
with altitude—but, on the whole, relatively favorable. 

“The location is strategic with respect to trade routes and gateways of Pacific 
North America and the Pacific in general. 

“Trade relationships with the rest of the West are predominantly reciprocal 
or complementary rather than competitive in character. With contrasting re- 
sources in energy, materials, and climate, the western coastal regions tend to 
support each other in meeting common needs of the West and the Nation. 

“The growth of the West, generally, is having and will have a considerable 
effect on the scope and progress of a Pacific Northwest development program. 
Particularly significant is the extraordinary numerical and percentage popula- 
tion growth in California, which has risen to second place in the Nation, and the 
almost equally large percentage growth of the north coast States. 

“Present [1951] Pacific Northwest population is about 5 million, with primary 
concentrations in valleys in Washington and Oregon west of the Cascades, and 
secondary groups in irrigated valleys in Washington, Oregon, Idaho, and Mon- 
tana west of that range. Although, on the average, population is sparse, the rate 
of growth is relatively high, as noted. 

“Natural boundaries, principally mountains and sea, make the Pacific North- 
west a well-defined region. Its great rivers and basins and the development based 
on them, and the trade territories of its larger cities, are leading factors in knit- 
ting it together as a region. The people have a relatively strong regional con- 
sciousness and are widely aware of the great benefits lying in the Columbia and 
its tributaries and in the lands, minerals, and other resources of their region. 
Cooperation among the States and people of the region, looking toward realiza- 
tion of these benefits and maintenance of a prosperous and secure economy, has 
a rather long history, with many working together through a number of groups 
to make effective use of interrelated regional resources. 

“The Pacific Northwest is in many ways a new frontier and a land of promise. 
Although production from its forests, farms, ranges, and mines has been notable, 
the region is perhaps more important for its great potentiality of production when 
development will have unlocked vast resource storehouses. Not all of these 
potentials are yet known, but some of the outstanding development possibilities— 
in land, in water and waterpower, in minerals have been indicated. 

“The economy of the Pacific Northwest is still in a relatively early stage of 
its development toward maturity. It is reasonably prosperous, but is tending to 
consume its capital wealth in the process. Most of its exports are raw and semi- 
finished products of agriculture and forestry, fisheries, and mines. Much of the 
fabrication and processing is done elsewhere. On the other hand, the bulk of 
its imports are manufactured goods. It is obvious, however, that the materials, 
energy, and other essentials for a very wide range of industrial processes are 
available in the region. It can be a rich and prosperous area with a stronger 
and more diversified economy, supporting a larger population, with sustained 
and growing production and income. It has potentials—physical, human, tech- 
nological—that should be developed for larger contributions to the national econ- 
omy as well as to economic opportunities at home and in all parts of the country. 

“Tt may be concluded, with reference to needs end the region, that regions 
and regionalism are also basic resources, providing channels for the realistic 
conservation and development of natural resources where they are—in their 
‘habitats.’ ” 

Again, the improved resources and administrative management contemplated 
in S. 3114 should be most helpful in balancing and bolstering the Pacific North- 
west regional economy and enhancing its contributions to the Nation. 
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ORGANIZATIONAL IMPROVEMENT 


The needs of our Government with respect to resources and regional develop- 
ment organization and procedure have been the subject of intensive and repeated 
study. My paper on needs and alternatives in regional organization for an inte- 
grated development of water resources, attached, was intended to give a sum- 
marized view of problems, studies, and solutions in this field. 

Of particular significance and cogency among official studies, in my view, are 
those of the Task Force on Natural Resources of the first Hoover Commission, 
those of the President’s Water Resources Policy Commission, and those of the 
Missouri Basin Survey Commission. 

The first of these would have established a consolidated Water Development 
Service in a national Department of Natural Resources and would have provided 
for regional decentralization of that Service, by river basins where practicable, 
to facilitate grassroots decisions, interservice cooperation, and local participa- 
tion in planning.’ A minority group of the (first) Hoover Commission supported 
these task-force conclusions. 

The President’s Water Resources Policy Commission supported the need of 
organizational change in the field of water resources management and cited 
the Natural Resources Task Force call for a reorganization in which basin- 
development programs would be planned and managed by the decentralized Water 
Development Service in the Natural Resources Department. It went on to discuss 
alternative means of making unified river-basin planning effective.’ 

The majority report of the Missouri Basin Survey Commission proposed a 
Missouri Basin Commission as a central Federal regional organization to direct 
and coordinate the development of land and water resources in that basin.® 

Common elements of these proposals are a strong recognition of the need of 
decentralization, coordination and cooperation in river basin planning and 
development. These are features notably provided for in S. 3114. The regional 
decentralization, unification and cooperation sought in planning and programing, 
together with the corporate flexibility and quasi-autonomy sought in administra- 
tive management, should bring about a long forward step in organization and 
procedure for water resources and power planning, development and operations. 

The decentralized Federal organization and the corporate form are particu- 
larly appropriate to effective management in a developmental and operating 
enterprise such as that involved in the Pacific Northwest. The corporate author- 
ity, including that of revenue-bond financing, will be particularly important in 
the timing of development in accord with need for improvements, facilities and 
output and with the prospective marketing of the product and return on invest- 
ment. It has been my view over the years that a regional development organiza- 
tion of this kind should have certain fundamental characteristics: ° 

“It should be regional, semiautonomous and quasi-corporate. Its character 
should be such that it will function well both as unit of democratic government 
in close contact with the public and its interests and as manager of a large Govy- 
ernment enterprise of business and utility type. It should be established in three 
main levels—(a) a board of directors [adapted to formulation of regional 
policies and decisions, to overall program control, and to furtherance of public, 
intergovernmental and interagency relations], (b) an advisory council [adapted 
to liaison, consultation and review on plans and programs, and in public, inter- 
governmental and interagency relations], and (¢c) management organization 
proper Ladapted to efficient handling of planning, development and operations 
activities]—in order to facilitate exercise of its functions of management, coor- 
dination, and cooperation in regional development and conservation.” 

In testing the suitability of the organization to be established, it would be 
desirable to consider, somewhat specifically, the functions to be performed and 
the means of their accomplishment, I have previously summarized these in 
the following terms: ” 


®Report of Commission on Organization of the Executive Branch of the Government, 
appendix L, Task Force on Natural Resources, 1949, pp. 6-9, 16-39, 65-97. § 

7 President’s Water Resources Policy Commission, A Water Policy for the American 
People, 1950, p. 49. 

8 Missouri Basin Survey Commission, Missouri Land and Water, 1953, pp. 8-11. 

® Roy F. Bessey : Resource Conservation and Development Problems and Solutions in the 
Columbia Basin, op. cit., p. 437. 

1 Thid., pp. 433-435. 
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“The purpose of regional organization should be a unified, well-balanced, eco- 
nomically beneficial conservation and development of the resources and economy 
ounoe region, in harmony, as to extent and timing, with national and regional 
needs, 

“The things to be done are, generally speaking, conservation and development 
of the region’s basic resources—of land, water, minerals and energy—accord- 
ing to a unified and coordinated plan and program of governmental action. 
Broad control of the extent and pace of regional resource development is sought 
primarily through the key development of the river basin, and not through the 
merging of all of the complex and manifold resource development activities. 

“The means to be used in accomplishment of the desired results are funda- 
mentally those of governmental organization and public administration. The 
accomplishment lies in the application of (1) direct management; (2) coor- 
dination; and (3) cooperation, as required, and in the improvement and adjust- 
ment of governmental and cooperative organization to permit this application. 
A breakdown of the resource management problem under these three degrees 
of control is suggested in the following paragraphs. 

“The key development job is river basin improvement—the development, con- 
servation, use and control of water, especially water in the river—in the in- 
terests of navigation, flood control, irrigation, power, fish, and wildlife, recrea- 
tion, general water supplies, and pollution abatement. These are the activities 
for which some kind of single overall management is required. Management 
of this development involves at the least, unified investigation and research, 
planning, programing and scheduling, budgeting and other financial controls in- 
cluding those of cost allocation, investment, income, and repayment. 

“The water in the river channels ties river development projects very inti- 
mately together in design, construction, and operation stages. The need and ad- 
vantage of integral management in this sphere has been stressed * * *. 

“Basie resource conservation and development programs, other than those for 
primary river basin development—including soil conservation, forests, grazing, 
agriculture, recreation, minerals, and public works in general—are closely re- 
lated. The basic Federal programs pertaining to these resources and activities 
should be coordinated—on a joint basis with the drainage basin program—as to 
reciprocal effects on the regional economy, effects on production and income, tim- 
ing, and soon. Coordination in this sense means bringing the various programs 
into broad harmony, particularly as to investment, product, income, employment, 
and regional and area development features and aspects. 

“A principal means of coordination would be joint review of information and 
programs through representative advisory and technical committees. In the 
case of programs and budgets involving coordination of significant features and 
timing of investment in and construction of major resource conservation and de- 
velopment projects, and of projects strongly connected physically or econom- 
ically with river basin development works or programs, a specific regional de- 
velopment review and clearance should be provided for. 

“Many other plans and programs of Federal, State, and local government and 
civic and business groups are also important to the accomplishment of the de- 
sired results, and these and the Federal river basin plan should be closely re- 
lated. Among those which should be considered in Federal planning and pro- 
graming are public works, resource conservation and development, industrial 
development, commerce, welfare, recreation, research, area planning, and re- 
lated activities. 

“A way to correlation of conservation and development in this field, with a 
general regional development program, is cooperation in planning, programing, 
and execution of developmental programs. Cooperation would be effected by 
such measures as: free interchange of information; appropriate Federal aids in 
programs of national and regional significance in resource development ; and State 
and local participation, through advisory and technical committee activities, 
program review, and informal contacts, in the development of Federal plans and 
programs. 

“The principal administrative problem, from the Federal standpoint, is that of 
designing regional organization and machinery to achieve such direct manage- 
ment, effective coordination, and broad cooperation, as required.” 

These organizational criteria, and those of underlying economic and social 
needs discussed hereinbefore and in the attached papers, could be met in the 
proposed legislation and in the executive and administrative orders set up to 
carry out its purposes. 
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Responsible regional organization should be capable of effective consideration 
and analysis of the whole problem of river system development and of the ele- 
ments of a development program against the background of a broad, two-dimen- 
sional web of substance and time factors—— 

Of physical or material and economic and social resources fields. 

Of phases of activity in basic surveys and investigations, planning and 
programing, development, operation, and, finally, application and utiliza- 
tion of products in the economy and necessary readjustments in data, and 
in continuing plans and programs.” 

It would be particularly essential, in my view, to keep the ideals in mind and 
to provide the specific means and measures to insure the evolution of the 
development plan, of indigenous character, best suited to the regional situation 
and to application of the regional resources to needs, to insure that plans develop 
with full cooperation of responsible agencies and hold together up through the 
crucial authorization and financing stages, and to insure the application of the 
right degrees of coordination of the various aspects of a total regional develop- 
ment plan and program in all of the stages from inception to integration in the 
economy. 

As already noted, the need of close coordination is particularly great with 
respect to programs and projects that have to do with water in the river and 
with power production, transmission, exchange, and disposal. In these fields, 
particularly, it will be necessary firmly to establish procedures, beyond those 
for coordinating planning, for official and formal review of plans, programs and 
budget proposals of cooperating Federal basin-development agencies as well as 
those of the Corporation itself. 

For effectiveness in planning and programing, and progress control, in these 
closely related river-development fields, it will be necessary also that the Corpora- 
tion board as it may be established under S. 3114 be clearly recognized as a gen- 
eral river development planning and programing and coordinating agency, and 
not only as a power corporation. 

In my view, the corporate organization and program contemplated could be 
made effective in the river and power development sphere. I believe also that 
it could be adjusted to possible more comprehensive general plans of national 
and regional resources planning and management organization (such as outlined 
above) that may be evolved in the future to meet long-recognized and strongly 
growing needs. 


PREFERENCE, POWER-SUPPLY, AND PUBLIC-UTILITY ASPECTS 


The proposed bill S. 2206 would provide, permissively, for the establishment 
of “priorities for industrial uses which will best promote the diversified economic 
development of the several States of the basin and for distribution to domestic 
and rural consumers, and with respect to such distribution” would require that 
“the Administrator shall, in disposing of such energy, at all times give preference 
and priority to public bodies and cooperatives.” 

On the assumption that the fundamental objectives in this connection are an 
adequate and economical power supply, available for wide use including that 
in basic, generative, economy-supporting industries, and protection of preferred 
public uses and benefits—the Development Corporation bill S. 3114, would appear 
to provide the more positive, direct and effective means of accomplishment. 
Under this proposed legislation, the Development Corporation and its functions 
are designed to provide an adequate power supply and to eliminate plaguing 
power-shortage situations and prospects; the Corporation is required to meet 
anticipated net power requirements of the region—including those of industrial 
development, which is recognized as a major purpose of power sales. Further, 
the existing preference clause would implement the principles of the people’s 
proprietorship and rights in their rivers and of their first call on the product 
of development of such resources. 

The “preference clause”’—according preference in power disposal to public 
bodies and cooperatives—is a long-established and widely applied provision of 
national resources development legislation. In various forms, it is included in 
Federal acts as varied in time and subject as the Reclamation Act of 1906 and 


1R. F. Bessey: Needs and Alternatives in Regional Organization, op. cit. Also the 
Unified Water Resources Development Plan, in Proceedings of the Regional Technical Con- 
(LYS Water Resources Development in Asia and the Far East, United Nations, 1956 
.F. wu). 
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the Atomic Energy Act of 1954.% The Bonneville Act of 1937 is thus only one 
of a long series of statutes, originating over a half century, that include the pref- 
erence provision. 

The preference clauses thus enacted have been based upon a longstanding and 
continuing recognition of fundamental needs and principles. Accordingly, they 
should be carefully protected ad preserved. 

Essentially, the clauses are designed to protect the primary public interest in 
the public development and use of public resources. The assets and fruits of 
such development cannot be turned over, in “give-away,” to private and special 
interests for restrictive, limited, or monopolistic use and undue advantage. Our 
experience clearly shows the disadvantage to State and municipal entities and 
to publicly or cooperatively ownec utilities if power supply is controlled by 
private monopolies operating under public franchise. Without preference pro- 
tection, public and cooperative agencies have been and can be readily prevented 
from realizing the supply and cost advantages of public development of public 
resources, or even be cut off completely by privately owned utilities from feder- 
ally developed wholesale power. Without such protection, communities can be 
effectively denied the exercise of their right to follow, if they so desire, public 
and cooperative routes to the supply and distribution of electric power. In this 
connection, general public policies (as in taxation) for support and protection 
of public and nonprofit enterprises should also be considered. 

The struggle of the privately owned electric companies for repeal of preference 
provisions and for prevention of their extension to new legislation has been par- 
ticularly apparent in recent years. This effort was epitomized in the recom- 
mendations of the Task Force on Water Resources and Power of the second 
Hoover Commission, which recommendations were based in turn upon power- 
policy proposals of the Edison Electric Institute, the National Association of 
Electric Companies, and the Engineers Joint Council.“ The task force recom- 
mended, among other provisions restrictive of Federal power development and 
operation, the repeal of the preference clause from all legislation, and substitu- 
tion of provisions barring any more than fair return from power resale, and pro- 
hibiting Federal agencies from fixing resale rates except as under Federal 
Power Commission jurisdiction.* The Hoover Commission itself generalized or 
watered down this proposal to recommend that the private utilities be permitted 
“to purchase a fair share of Federal power.” * 

The resistance evoked by the effort to repeal or vitiate the preference clauses 
is highly significant. The dissent of Member Harry E. Polk to the task force 
report’s recommendation said : 

“I must also record my inability to concur in the Chairman’s view that the 
‘preference clause’ should be repealed. Some tightening up in the existing law 
to remove inequities between public and private consumers could well be ap- 
plied, but too great injustice would result from outright suspension. This pro- 
vision, which the Congress has incorporated in so many important statutes, is 
but one manifestation—and a relatively minor one at that—of a fundamental 
and longstanding conviction of the American people that nonprofit enterprises 





12 Preference legislation is reviewed in the Report of the President’s Water Resources 
Policy Commission, 1950, vol. 3, Water Resources Law, pp. 298-299 ; also in the Preference 
Clause in Federal Electric Power Development and Distribution, by John B. O’Brien, Jr., 
in Task Force Report on Water Resources and Power, Commission on Organization of the 
Executive Braneh of the Government, 1955, vol. 3, pp. 1107-1150. 

Other references: Senate debate on Niagara River Power Development, Congressional 
Record, May 14, 15, 16, 1956 (S. 1823, Niagara Redevelopment Act of 1955). 

Debate on Is a Preference Among Distributors of Federal Power Justified ?—Proceedings 
of the First Annual Water Resources Conference, Montana State University, Missoula, 
Mont., July 20 and 21, 1956: 

The Consumer’s Stake in the Preference Clause, Mr. Gus Norwood, executive secretary, 
Northwest Public Power Association. 

Preference Rights Are Ownership Rights, Mr. Lawrence Potamkin, Wise & Potamkin, 
attorneys, Washington, D. C., secretary of lawyers’ cominittee of the National Rural Electric 
Coooperative Association. 

The Preference Clause as Effective Antimonopoly Legislation in an Industry Which Is 
Essentially Public Rather Than Private in Character, Mr. Leland Olds, Energy Research 
Associates, Public Affairs Institute, Washington, D. C., former Chairman, Federal Power 
Commission. 

13 Edison Electric Institute, Principles and Policies Advocated by * * *, April 1950. 
National Association of Electric Companies, Water Resources, Electric Power and National 
Policy, May 1950. National Water Policy Panel, Engineers Joint Council, Principles of a 
Sound Water Policy, June 1950. 
ro 14 ae Force on Water Resources and Power, Report, 1955, pp. 95-97, Recommenda- 

on 13. 

‘ 18 AT ies Commission Report, Water Resources and Power, 1955, p. 113, Recommenda- 

on (a). 
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should be accorded some certain advantages. An important reflection of this 
traditional attitude is the fact that cooperatives, foundations, and other non- 
profit entities are not required to pay taxes. It is my view that unless and until 
the Nation abandons in its entirety the idea that nonprofit entities merit special 
advantages, it would be neither logical nor fair to discard completely the prefer- 
ence clause. 

“The repeal of the preference clause would, of course, work a hardship upon 
many rural electrification cooperatives. In my opinion, still other reeommenda- 
tions appearing in the Chairman’s report would do harm to the rural electrifi- 
cation program ; a program which has done so much to enhance the efficiency of 
the Nation’s farms and the happiness and well-being of the citizens who live on 
them. Hence, I feel compelled to disassociate myself from those parts of the 
Chairman’s report which would redound to the detriment of this program.” * 

Dissenting statements of members of the Hoover Commission proper present 
further views in opposition to task force and Commission proposals, Commis- 
sioners Brownell and Flemming said : 

“With regard to part [11] (a) which states that private utilities be permitted 
to purchase a fair share of public power, we believe this should have read: 

“*Beyond any preferences granted by the Congress, power should be distrib- 
uted as widely as possible to domestic and rural customers regardless of the dis- 
tributing agency.’ ”’ 

Commissioner Holifield said: * 

“The proposed repeal of the ‘preference’ provision and stopping the construc- 
tion of Government-owned transmission lines, taken together with proposed rate 
increases for Federal power and other provisions, would virtually spell the death 
sentence for public agencies and cooperatives in the power field. Local enter- 
prise and initiative reflected in such public agencies do not figure in the Com- 
mission’s concern for local development. 

” * * * * * « 


“In the middle twenties giant power company systems began to develop trans- 
mission networks tying together hydro plants on different rivers and great steam 
electric stations. Such areawide power combinations, involving river-basin 
development programs in certain regions, were beyond the reach of individual 
municipal systems. Most municipalities owning their electric systems had the 
choice between paying toll to private systems for their power supply or asking the 
Federal Government to come in as a power supply partner where communities 
choose public or cooperative power. This was an extension of the community 
right to choose public power with public fixed charges, free of Federal income 
taxes because operated on a nonprofit basis. 


* * * * * Ld * 


“Without an assured supply of power from Federal agencies, without the 
ability to take power from Government transmission lines at load centers, with 
heavy increases in the rate paid for Federal power, the local public power agencies 
and rural power cooperatives would be strangled to death. The Commission 
recommendations, if effected, would bring about this result. 

“Tt is curious how insistent the Commission is on following the private utility 
line in the face of congressional policies which have decreed in no less than 14 
basic statutes since 1906, by the Commission’s own count, that public agencies 
should have preference in purchasing power from Federal projects. 

“The Congress attached so much importance to the preference clause that in 
1954 it decreed that byproduct heat and energy from atomic installations should 
be sold under preference provisions—this despite the fact that the Congress was 
unwilling to permit the Atomic Energy Commission to produce power solely for 
commercial purposes. In other words, even with incidental power, and in a 
wholly new field of energy development, the Congress insisted upon a preference 
clause. 

“This preference does not, as the Commission and task force reports say in a 
dozen different ways, set up a preferential class of consumers of electricity with 
resulting discrimination against other consumers who must buy their electricity 
from private utilities which make profits and pay taxes. 

“What it does do, if effectively carried out, is to keep open to every American 
community and to rural cooperatives the right to obtain electric service on a non- 


16 Task force report, op. cit., p. 231. 
17 Commission report, op. cit., p. 132. 
18 Commission report, op. cit., pp. 140, 193, 195-199. 
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profit basis. That right should receive no less consideration than the right to 
conduct other essential public services on a nonprofit and publicly owned basis. 
* * ea * * * * 


“The farmers of America know from hard and sometimes bitter experience that 
private power companies refused to serve many rural areas on the grounds that 
the service was uneconomic—that it would not pay for itself. Farmers have made 
this service economically feasible by establishing cooperatives, with Government 
financial assistance, and by struggling continuously to keep wholesale power and 
all other costs down. 

“In some areas of the United States, including the Central Missouri Basin, it 
was impossible to start rural electrification until a public power supply was 
assured. 

“The Commission proposal to deny preference rights to public and cooperative 
groups would deprive them not only of prior access but of the valuable bargaining 
instrument of an alternative power source. The competition of Federal power 
has, in repeated instances, persuaded private power companies to reduce their 
wholesale rates to feasible levels for cooperatives and to lower rates generally for 
their customers.” 

In the public hearings on this part of the Hoover Commission and task force 
reports, held by a Special Subcommittee on Water Resources and Power of the 
House of Representatives’ Government Operations Committee, the proposed revo- 
cation of the preference clauses was considered an important issue. The proposed 
repeal was supported by a number of witnesses favoring the recommended general 
changes in national power policy looking toward restriction of Federal responsi- 
bility and activity in this field. On the other hand, those proposed changes were 
widely opposed in the hearings, with considerable stress on the direct threat of 
such repeal to public and cooperative utilities that are of such great value in 
the economy, and on the philosophy of preference—of public benefit from public 
property and its development—as opposed to direct private advantage and profit 
from a public investment.” 

The preference issues are especially significant in the Pacific Northwest with 
its great national water and power resources. The general preference provi- 
sion was included in the Bonneville Act, as noted, and it has been under attack 
there, as elsewhere. 

The public and cooperative bodies of the region enjoy its essential protection, 
but more in potential than in actually prevailing terms. In spite of a continuing 
threat of power shortage, of a failure of rate of expansion of power supply to keep 
up with desirable load growth, there has been, except for relatively short periods 
under occasionally recurring adverse water conditions, a power supply reasonably 
adequate to bare demands but without the desirable and effective moving reserve. 
That protection would become very substantial and concrete if and when the 
anticipated condition of actual and continuing shortage—the days and years 
when there would not be enough power to go around—should arrive. 

Obversely, the preference clause is considered a threat to the privately owned 
utilities, but less from the standpoint of damage actually experienced than that 
of anticipation of the time when there may not be enough power for all. Under 
the circumstances, the privately owned companies have accelerated power de- 
velopment within their reach and have also sought Federal licenses for large mul- 
tiple-purpose sites within the Federal sphere of comprehensive multiple-purpose, 
river-system development. 

More indirectly, the preference clause has been considered by many as a 
threat and a barrier to an adequate power supply and use in areas served by non- 
preference, rather than preference, wholesale customers. 

And, similarly, the clause has been considered as a threat and bar to optimum 
industrial development—again on the basic premise that there may not be enough 
to go around. 

The threat of power shortage is, of course, a serious development-inhibiting 
factor—adversely affecting the advance planning and investment of utilities of 
all kinds of ownership and of new or expanding industries. In the last-men- 
tioned instance, especially, the assurance of an adequate and continuing margin, 
cushion or reserve of low-cost power is a condition precedent to major industrial 
establishment or expansion in the region. The basic, heavy, electrometallurgical 


1° Hearings, Special Subcommittee on Water Resources and Power, House of Representa- 
tives Government Operations Committee, 1955. 
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and electrochemical industries, particularly, must look to the abundant, assured, 
many—years—ahead supply of low-cost power. 

The fundamental fault in the Pacific Northwest situation is that the resource- 
development program has not moved forward fast enough to remove the threat 
of a serious and lasting general power shortage looming up from a few to several 
years in the future. Under a progressive and assured rate of development, 
power supply could keep up with the desirable rate of load growth. Under 
Federal development the heavy-industry attracting low-cost level could be 
maintained. And, moreover, a spiraling economic effect would be experienced as 
a result: the presence of a reserve of low-cost power would stimulate and permit 
a rate of capital investment and economic development that would not come 
about if quantity and cost requirements are not met or are barely met. The low- 
cost power reserve would be particularly favorable and attractive to basic 
electroprocess industrial location and establishment in the Pacific Northwest. 
This was very distinctly the case when such a reserve existed some years ago, 
while more recently the reverse has been true in the absence of the assured 
low-cost reserve and such industries have located elsewhere. 

Without a positive attitude and program for adequate power supply we are 
tending to meet the problem of power shortage in regressive, growth-restricting 
ways: under an assumption that an adequate supply of low-cost power will not 
be available, the bulk of the heavy and primary electroprocess industrial loads 
have been dropped from the goals and estimates of future growth. The logical 
and right way—from the standpoint of public interest and security—to meet 
a shortage in a nationally needed commodity is not to restrict the supply and 
raise the price; it is the exact opposite. 

The region needs a positive way ahead, with the prospect of power for all 
areas and all beneficial uses, with flexibility in distribution of power and 
equitable diffusion of benefits. 

The proper and rational solution then—in the public interest and in relation 
to favorable effects in regional and national economies and fulfillment of their 
needs—is to provide an adequate and assured power supply at lowest cost and 
safely ahead of the market, and to establish a working public-utility responsibility 
to back it up. 

The mainstay of any such utility responsibility in the Pacific Northwest must 
lie for some time to come in that of the Federal Government for consistently 
scheduling and carrying out the multiple-purpose projects of the comprehensive 
plan for development of the national resources of the major river systems of the 
region. 

In summation, the assurance of adequate power supply from Pacific Northwest 
resources development, in advance of the market (rather than on any scarcity 
or hand-to-mouth basis) and at the inherent low unit cost, will have a number 
of favorable effects. The expanding power-supply requirements of the distribut- 
ing utilities—publicly, cooperatively, and privately owned—will be met, as will 
he their public-utility responsibilities. The establishment in the region of the 
nationally and regionally needed electroprocess industries can be resumed, to 
great advantage, in the strengthening and diversification of production and the 
enhancement of strength, stability, and security in the economies. Utilities and 
industries can better and more securely plan ahead in their capital plant and 
service developments, as is so necessary in both public and corporate interests. 

Moreover, the adequate and assured power supply—the assurance of “enough 
to go around’—would take the heat and pressure off of the movement for repeal 
or restrictive modification of the well-conceived and vital preference provisions 
of legislation governing Federal resources development. And, under a lower- 
heat, lower-pressure condition, many issues of public and private ownership 
of power distribution systems and of wholesale power supply and wheeling con- 
tracts, and other related problems, can be resolved more nearly on the basis of 
the fundamental needs and principles and the intrinsic merits of a solution. 


Senator Neupercer. Our next witness is Mr. Herbert Lundy, of 
Portland, Oreg. 

Mr. Lundy is editor of the editorial page of the Oregonian which, I 
believe, is the newspaper of largest circulation in the State of Oregon. 
Mr. Lundy has taken an active interest in the regional Corporation 
although he has not agreed necessarily with every detail of the legisla- 
tion as it has been introduced. 

Mr. Lundy, we are very pleased to have you with us today. 
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STATEMENT OF HERBERT LUNDY, EDITOR, PORTLAND OREGONIAN, 
PORTLAND, OREG. 


Mr. Lunpy. Mr. Chairman, I can’t qualify as an expert in the 
power field as can the preceding witness, Mr. Norwood. I have had 
a long interest in the resource problems of the Northwest. I think it 
is the function of a newspaper to take such an interest. 

I want to testify in general in support of S. 3114, which I think is 
a vehicle for development of the Northwest we have needed for a long 
time. I do hope, however, that this committee can redraft that bill 
in the intervening months before the next session to make it more 
acceptable to the State of Oregon. 

For a good 10 years I have been discussing this problem with various 
people in the Northwest informally, people who are identified with 
the public power movement, and with the private utilities and a num- 
ber who are not identified with either but just want to see more power 
in the Northwest. 

For the last 6 years the Oregonian editorially has been proposing 
and endorsing the idea of a regional Federal Corporation which in our 
view should not be a superagency or a Columbia Valley Authority, 
but which would have some authority to enforce the comprehensive 
development of the region. 

If I may, I would like to read from the testimony I filed with the 
6 points which I feel are fundamental in considering this proposal. 

No. 1, only a regionwide agency with planning authority supersed- 
ing that of local utilities and the State and Federal agencies in the field 
of power, will be strong enough to do the job. 

In using this strength it should be obligated by law to give sincere 
consideration at all times to other resource values. 

Two, because flowing water is a public resource and the power de- 
rived from it must be devoted to the public benefit on a fair and 
equitable basis, the basinwide entity must truly develop regional re- 
sponsibility. I don’t think it should be the function of a regional 
agency to starve one part of the region and overfeed another part. 
As among classes of consumers—residential, farm, small business, in- 
dustries and so forth—and among the populated areas of the basin, 
there should be a balanced distribution of benefits. 

The third point is that a regional entity should be administered by 
qualified directors who are resident of and whose interests lie in the 
region. It needs autonomy within the framework of government. 
It needs all it can have. And it must have the best advice from the 
citizens of the area. 

No. 4, for the protection of persons and property, it cannot become 
a supergovernment. Therefore, it must be fully responsible to the 
highest elected officials of the Nation, the President and the Congress. 

A Federal corporation in my view is the natural form for the 
regional entity to take under those circumstances. 

Five, since the States have constitutional authority to band together, 
a way must be left open for an interstate compact to supersede the 
Federal Corporation. This is presuming that the States will be able 
to overcome the political and economic differences which have for 
many years prevented them from adopting an interstate compact. 

Six, 2 regional power corporation must escape from dependence on 
congressional appropriations which have been so frustrating to us 
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in the Northwest. It must be financially strong in its own right. It 
must finance projects alone or in partnership with other entities at 
the lowest possible cost commensurate with full activity. Therefore, 
it should absorb the marketing agency for the Federal power system, 
the Bonneville Power Administration, and assume the obligation to 
repay the Treasury for the power appropriations of existing projects. 
It should be empowered to issue revenue bonds to the Treasury, or 
directly for sale to the public, not necessarily to buy up the dams 
which are already in existence but primarily to build new projects. 

I think the bill meets 5 of those 6 tests which I have rather ar- 
bitrarily set up. It does not, however, alter the preference clause 
which exists in the Bonneville Act. Mr. Norwood mentioned the 
provision in the bill on page 5, I think lines 11 to 13, which set up 
what he terms a utility responsibility clause for the Corporation. I 
don’t consider that to be a firm utility responsibility clause. And 
while I am not prepared, not being a lawyer or an expert in the power 
field, to give you the wording of what a utility responsibility clause 
should be, I think it is possible for this committee and staff to write 
one which would be stronger than that in the bill. 

We can’t avoid the possibility of a power shortage. In that event, 
under the terms of this bill, the State of Washington could claim 
approximately 80 percent of the power of the Federal system. Ore- 
gon, at a maximum, might be able to claim about 15 percent in a real 
showdown. 

None of this power for Oregon would go to industries or private 
utilities, the latter serving 80 percent of the consumers of the State 
of Oregon. 

It is my feeling that the preference clause was a necessary part of 
the Bonneville Project Act in order ot prevent in the 1930’s a monopoly 
by the private utilities which wanted at that time not so much to 
obtain the power from the first Federal projects but to prevent the 
construction of additional Federal projects. 

I do not think it is necessary at this time. I think it has outworn 
its usefulness to a large extent. I make the exception of some smaller 
and more remote public agencies, such as REA’s and cooperatives, 
which should have protection, and are blocked off from the more 
powerful elements of the system. 

I would like to make this clear. I think that the State of Oregon 
and other States which are not so-called public power States, would 
be far better off with the regional power corporation even with the 
preference clause than they would be under the present system. I 
believe that, because the Corporation would be set up, would be 
financed, and staffed by regional people with the purpose of supply- 
ing the needs of the region. ; 

i am confident that it could do the job not only with hydro but in 
the future with nuclear power. 

There has been some mention of reservation of power from the 
Federal system on a State basis. I do not believe that that is the 
ideal way to approach it. It seems to me that if you start setting 
up State roadblocks and barriers and reservations that the entire re- 
gion is going to suffer economically. It is too inflexible a system. 

I know that attitudes toward power and toward industries vary 
considerably between the lower basin States and the upper basin 
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States. The fact is, of course, that the remaining large power sites 
are in the upper basin and there is not an entirely friendly feeling 
toward the export of power, as they sometimes call it, to the industrial 
areas and population areas along the coast. 

The Interior Department some time ago answered a request I made 
to it to interpret the Bonneville preference clause so far as the State 
of Oregon was concerned. We had at that time an intention of set- 
ting up a State power commission which we hoped would buy power 
as a preference customer from the Bonneville system and resell it pri- 
marily to industries, to attract new industries and to serve some we 
have which are on an interruptible basis with Bonneville. 

The ruling held that the State of Oregon, while it would be a pref- 
erence customer if it used the power itself, could not buy it to resell 
to any customer. 

I personally cannot see the validity of that position inasmuch as a 
public utility district or even a private utility can buy power from 
Bonneville and resell it to industries. The sovereign State of Ore- 
gon, according to the Solicitor’s opinion, cannot do so. However, that 
is the ruling, and that is the practice. I feel that whether or not the 
same preference continues in the Federal corporation bill, that one 
of the first obligations of an Oregon power commission would be to 
challenge the preference ruling of the Interior Department, or what- 
ever the agency happened to be at that time. Possibly that would 
be an internal matter if the Corporation were set up. 

My feeling, Senator, is that industrial expansion in the Northwest 
has been restricted, inhibited, primarily for two reasons. One is the 
uncertainty of construction, the stop-and-go policies of Congress and 
the administration in the building of new projects. Second is the ax 
of the preference clause which is hanging over the heads of indus- 
tries. We now have a temporary surplus of firm power from the 
Federal system in the Northwest. It istemporary. No industry can 
make a contract and expect it to be fulfilled in the next 20 or 30 years 
on the basis of this temporary surplus. 

It is, as a matter of fact, largely going to waste because it can’t 
be used on a long-term projection. 

In my view the basics of the Regional Corporation plan can be 
simplified to four: 

No. 1 would be adequate consistent planning for comprehensive 
development, instead of the hodgepodge of planning which we now 
have. 

No. 2 would be financing. Of course, the great strength of that is 
in the issuance of revenue bonds which I feel the Corporation should 
have the authority to sell either to the Treasury or on the general 
market, depending on the rates of interest. 

No. 3, the Corporation would assure an expedited construction of the 
projects which are lying there waiting for it. 

No. 4, I think there should be a new sales policy for the Federal 
system of the region. That should include a modification of the 
preference clause or its elimination and the incorporation of a general 
public utility responsibility clause. 

It has been said occasionally in the Northwest that we are running 
out of hydro, and that there is no reason for a regional corporation at 
this late date. That I am sure is not true. The job ahead is consider- 
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able. Less than a quarter of the hydroelectric potential of the basin 


has been developed. Less than one-half of the flood control either 
has been developed or is in sight. 


The fisheries problem is a long way from solution. We are making 
fairly consistent progress in navigation. 

As to the Canadian situation, it is my opinion that a regional corpo- 
ration may be of assistance. It is my understanding that Premier 
Bennett of British Columbia is urging a similar corporation in his 
province. The combined weight of the two corporations certainly 
might have some influence on Ottawa and Washington. But in the 
event that we cannot reach agreement with Canada, it is very im- 
portant that we proceed, and I think we should do it without great 
delay, to develop the upstream storage that we have in the United 


States which is not subject to diversion of the Columbia River. Those 
storage projects neanelt would be on the Snake, the Clearwater, the 
Flathead, and Clark Fork. 

It is, of course, advisable to make an agreement with Canada, but 
if that cannot be done within the time it takes to set up this Corpora- 
tion, I think the first obligation of the regional corporation would be 
to start on our own upstream storage. 

Thank you, Mr. Chairman. 

Senator Neupercer. Thank you, Mr. Lundy. I noted that you 
paraphrased your statement, rather than reading it in full. So, with- 
out objection, Mr. Lundy’s entire statement will appear in the hearing 
record. 

(The complete statement of Mr. Lundy follows :) 


I am Herbert Lundy, editor of the editorial page of The Oregonian, an inde- 
pendent Republican newspaper with the largest daily and Sunday circulation in 
the Pacific Northwest. Address, 1320 Southwest Broadway, Portland, Oreg. 

The Oregonian, editorially, and I, personally, advocate the kind of vehicle 
for additional power development in the Columbia Basin proposed in 8S. 3114— 
named therein the Columbia River Development Corporation. We desire, how- 
ever, to see that bill redrafted and altered to make it more acceptable through- 
out the area, and particularly to assure that consumers in the State of Oregon 
will obtain a fair share of Federal power. 

For about 10 years I have been participating in discussions, bipartisan in na- 
ture and involving advocates of public power and privately financed power, 
as weil as citizens who just see the need for more power. The purpose of these 
discussions has been to find a more orderly and efficient method of realizing 
the multiple-purpose benefits to which the great Columbia River system lends it- 
self so admirably. 

For the past 6 years, the Oregonian has advocated the formation of a Fed- 
eral corporation which would absorb the Bonneville Power Administration; co- 
ordinate the planning for hydroelectric and thermal power development, includ- 
ing nuclear fuels; finance the power costs of new multiple-purpose projects by 
selling revenue bonds backed by system earnings, with Congress appropriating 
funds as is traditional for the non-reimbursable costs of flood control and navi- 
gation; continue to provide assistance from power revenues to feasible irriga- 
tion projects; and meet more adequately a regional responsibility not only for 
power but for maintenance and enhancement of the fishery and recreation af- 
fected by dam building. 

It is not in my thinking that a regional power corportion should be en- 
couraged or permitted to supersede the legitimate efforts of either publicly 
owned or privately owned local utilities to supply their own generation needs. 

It definitely is in my thinking that utilities should be required to conform to 
a formula or program for comprehensive development of the rivers. 

This legislation must be so drafted that a regional corporation cannot become 
a resource-smothering superagency but must be limited to adding to the power 
resources of the region. 
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In these years in which many sincere and worried people have been groping 
for a better way of achieving more than adequate development of the Columbia 
Basin, some fundamental premises have merged. Among these are: 

(1) Only a regionwide agency with planning authority superseding that of 
local utilities, State and Federal agencies in the field of power—while being 
obligated by law to give sincere consideration at all times to other resource 
values in a program of comprehensive, multiple-purpose development—will be 
strong enough to do the job. 

(2) Because flowing water is a public resource, and the power derived from 
it must be devoted to the public benefit on a pair and equitable basis, this basin- 
wide entity must truly accept regional responsibility. It must not be the func- 
tion of a regional agency to starve a part of the region while overfeeding an- 
other part. As among classes of consumers—residential, farm, small businesses, 
industries, et cetera—and among the populated areas of all the basin States, 
there must be balanced distribution of the power benefits. 

(3) Such a regional entity must be administered by qualified directors who 
are resident of and whose interests lie in the region. It must have as much 
autonomy within the framework of government as it is possible to give it. It 
must have the best advice available from citizens of the Northwest States. 

(4) For the protection of person and property, it must not become a super- 
government; therefore, it must be fully responsible to the highest elected officials 
of the Nation: the President and Congress. A Federal corporation is a natural 
form for this regional entity to take. 

(5) But since the States have constitutional authority to band together to ac- 
complish mutual purposes, the way must be left open for an interstate compact 
to supersede the Federal corporation—when and if the States are shown to be 
capable of overcoming their political and economic differences which so far 
have prevented adoption of a compact. 

(6) A regional power corporation must escape from frustrating dependence 
on congressional appropriations. It must be financially strong. It must finance 
projects, alone or in partnership with other entities, at the lowest possible costs 
commensurate with full activity. Therefore, it must absorb the marketing 
agency for the Federal power system, the Bonneville Power Administration; as- 
sume thereby the obligation to repay the Treasury for power appropriations of 
existing projects; issue revenue bonds to the Treasury or directly for sale to 
the public—not to buy up existing Federal dams, but to build new ones. 

The bill before this committee, S. 3114, drafted by the Northwest Public Power 
Association, would meet 5 of these 6 tests, with minor adjustments. 

I believe it fails to meet specification No. 2, in that while containing a hazy 
public utility responsibility clause (p. 5, lines 11-15), it does not alter the prefer- 
ence and priority clause of the Bonneville Project Act of 1937, which is re- 
adopted. 

The bill does not, therefore, alter the prospect that in future periods in which 
demand may exceed supply of Federal power from the Columbia system, at least 
85 percent of that power could be claimed by the public power agencies of the 
State of Washington, Montana, and Idaho—about 80 percent in Washington— 
while no more than 15 percent could be claimed by the fewer, smaller public 
agencies of Oregon. 

It guarantees no Federal power, by contract or otherwise, for industries of 
Oregon or the privately owned utilities of Oregon which serve about 80 percent 
of Oregon’s homes, farms, and businesses. 

It has been contended by the sponsors of this bill that the power needs of 
Oregon, private utilities as well as industries, would be met because the regional 
corporation, with revenue bond financing, would be able to provide enough power 
for all comers. 

If this be true, the sponsors should have no hesitancy in abandoning the pref- 
erence clause. This they are unwilling to do. However, I believe they see the 
need for a utility responsibility clause which will prevent discrimination against 
some classes of customers and some areas. I urge that the committee give most 
sincere consideration to the drafting of such a clause, to replace the preference 
and priority clause which has outlived its original purpose of preventing private 
utility monopoly in the Columbia Basin. 

I wish to make it clear, however, that I believe the people of Oregon would 
be served more equitably by a regional power corporation which retained the 
preference clause than they may be under the present system of hodgepodge 
construction and preferential sales. 
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I believe this because I am certain that a regional corporation would add 
millions of kilowatts to the region’s supply; that it would encourage industry 
rather than discourage it; that a five-member commission of Northwest citizens 
appointed by the President, counseled by a statutory advisory committee and 
held responsible for its actions in public hearings, would be far more respon- 
sive to the needs of all citizens than is the present marketing agency. 

But it is in this single issue of the preference clause that the acceptance or 
rejection of the regional corporation idea by the people of the Northwest will be 
determined. Other disputable provisions are minor, in comparison. 

The people of Oregon, Idaho, and Montana—but particularly of Oregon, where 
the population is comparable to that of Washington, and the competitive strug- 
gle for industries is acute—are disenchanted with a Federal system which is 
based on the regional concept in construction of projects, but which is virtually a 
State of Washington system in delivery of power. 

I am not advocating the reservation of power by States—although there is 
precedent for that: in the Hungry Horse Dam legislation; in the Priest Rapids 
legislation ; in the Federal Hells Canyon bill now in House committee; in the 
recently vetoed omnibus rivers and harbors bill for the Missouri Basin dams. 

The economy of the State of Oregon and the city of Portland is so integrated 
with that of the region that only harm could come to Oregon by setting up State 
barriers. If the Federal power now in prospect were divided by States, Oregon 
would get about 644 million kilowatts, Washington would get about 16% million 
kilowatts. 

Political boundaries and barriers are harmful to the people who should be 
the beneficiaries of comprehensive development of the region as a whole. Oregon 
can prosper only as a part of the whole. To reserve power instead of delivering 
it to the areas of need is to make the regional economy sterile. The upper basin 
would stagnate with the lower basin. 

The Bonneville preference clause adjures the Administrator “in order to insure 
that the facilities for the generation of electric energy * * * shall be operated 
for the benefit of the general public, and particularly of domestic and rural con- 
sumers,” to, at all times, “give preference and priority to public bodies and 
cooperatives.” 

The Interior Department’s interpretation of this, as attested by a solicitor’s 
opinion, is that BPA can enter into 20-year contracts with private utilities for 
power which can be resold to industries, but BPA cannot sell power to the 
sovereign State of Oregon for resale to industries or any other customer. 

The preference clause was properly adopted, in a period when rural and home 
electrificiation was a crying need, and when private utilities might have mono- 
polized the Federal supply without controls. But there is no longer the same 
need for it in the Pacific Northwest. It threatens to become a burden to a 
majority of the people of the region. 

I ask elimination of the preference clause, and the substitution of a strong 
utility responsibility clause in a regional corporation bill which would be fair 
to all consumers. 

The opportunity to take this constructive step for the Columbia Basin States 
of Washington, Oregon, Idaho, and Montana lies in this legislation, which would 
replace the temporary Bonneville Power Administration with a new Federal 
corporation with powers to finance and build as well as to transmit and sell power 
at wholesale rates. 

Under the present system, industries which need large blocks of power at low 
rates are inhibited from establishing new plants or expanding present opera- 
tions by the uncertainty of the power supply in the future. This uncertainty 
stems from the stop-and-go, slow-down, speed-up appropriation policies of Con- 
gress and administration attitudes, on the one hand, and from the poised ax 
of the preference clause, on the other. 

The Bonneville Power Administration now has a temporary surplus of firm 
power—which had not been anticipated—due to the slackening of the lumber 
market, a curtailment in aluminum production and a general regional recession. 
But no big industry can count on using this supply beyond the year 1965. My 
guess is that this temporary surplus will be quickly absorbed before that year as 
the tide of business expansion in the Northwest sets in again. 

A third factor limiting Northwest growth is the never-ending political and 
economic warfare between the public and private power movements, the fishery 
and dam-building agencies, and big industry and utility interests. 

A regional power corporation would have the tools to resolve many of these 
conflicts—to the advantage of all interests. 
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In my view, the basics of the Regional Corporation approach may be refined 
to these elements: 

1. Planning for comprehensive development. 

2. Financing by sale of revenue bonds, thus relieving the Treasury of costly 
long-term investments but still assuring low power rates because of minimum 
financing costs. 

8. Construction of hydroelectric projects to add to the total power supply of the 
region. 

4. New policies for the sale of Federal power which would be fair to all 
consumers. 

Despite the progress in multiple-purpose development of the Columbia Basin 
made in the past quarter century, the job is only well under way. 

In terms of the 40 million kilowatts hydro potential of the basin, less than one- 
fourth is on the line or in sight. 

In terms of fiood control, which in the Columbia system can be developed in 
the same projects with hydroelectricity, less than one-half of the minimum 
storage needed is in sight. 

Navigation is progressing satisfactorily. 

But the problems of passage of anadromous fish over high dams, the relocation 
of salmon and steelhead runs, and perfection of techniques of articifical rearing, 
are far from solution. 

No progress has been made in reaching agreement with Canada on Columbia 
Basin water storage for flood control and downstream power increment. 

Similarly, little progress is being made in the most pressing requirement of 
the American Northwest—the construction of high-dam, upstream reservoirs for 
flood control and power in such tributaries as the Snake, Clearwater, Clark Fork 
and Flathead Rivers (rivers not subject to Canadian diversion). 

I am convinced that a regional power corporation, under the Government 
Corporation Control Act of 1945, would be of immeasurable benefit to the Pacific 
Northwest in the solution of all these problems. 


Senator Nevgercer. I am also going to ask to have appear in the 
record, inasmuch as Mr. Lundy has mentioned a potential State agency 
for distribution of power in the State of Oregon, a statement which I 
issued last year calling for such an agency, and we will provide it for 
the record later on. 

(The statement referred to follows:) 


[News release, Monday, March 11, 1957] 


POWER PREFERENCE FOR OREGON THROUGH STATE AGENCY PROPOSED BY 
SENATOR NEUBERGER 


Oregon could enjoy expanded benefits of the public-power preference clause if 
the State government will establish an industrial power marketing agency, 
Senator Richard L. Neuberger deciared today. 

Neuberger said he had received an opinion from the Legislative Reference 
Service of the Library of Congress, which “makes it evident that an agency of 
the State of Oregon can qualify as a preference customer under the terms of the 
Bonneville Power Act.” 

The Oregon Senator suggested that establishment of such an agency by the 
new State administration “would knock in the head the time-worn argument that 
Oregon is at a disadvantage because of the preference clause—a provision of 
law, incidentally, which was backed by the late Oregon Senator Charles L. 
McNary.” 

An opinion prepared for the Oregon Senator by James P. Radigan, Jr., senior 
specialist in American public law for the Legislative Reference Service, stated 
that “under terms of the Bonneville Project Act, States, public power districts, 
counties and municipalities, including agencies and subdivisions of any one of 
them, are entitled to a preference and priority.” 

In his inquiry, Neuberger asked whether, under relevant Federal law, any 
distinction is made in the priorities of preference purchasers or of nonpreference 
purchasers of electricity on the basis of the uses for which it is to be resold or 
distributed. 

Radigan replied that “the Bonneville Project Act does not establish any 
criteria that would make the uses for which the power is to be sold or distributed 
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determinative of the right of the purchaser to receive. Reading the declaration 
of intention of Congress contained in this act with the preference and priority 
provision does not provide a definitive conclusion that the proposed use of 
electrical energy by the grantee shall be controlling.” 

Neuberger also disclosed that the staff counsel of the Senate Interior and 
Insular Affairs Committee was continuing studies into the legal rights of a State 
power marketing agency whose primary objective would be to supply energy to 
industrial enterprises. 

Senator Nreupercer. You mentioned the ruling of the Interior 
Department Solicitor that such a State agency sont not qualify as a 
preference customer. Do you think that ruling would stand up in 
court # 

Mr. Lunpy. Senator, I have had lawyers tell me it would, and I 
have had others tell me it would not. I would like to see it tested. 

Senator Neusercer. It seems to me, and it seemed to me for a long 
time, that it is something that should be tested. I think it is a very 
important facet of this whole question, particularly in Oregon today, 
with the State agency already proposed by the legislature and subject 
to referendum. 

Mr. Lunpy. IL agree. 

Senator Neupercer. You discussed the question of the clause dis- 
criminating against the State of Oregon and proposed instead some 
kind of utility responsibility requirement. One of the main argu- 
ments for the preference clause has been that it protects relatively 
small users of electricity with not a great deal of financial security, 
such as rural electric cooperatives, against the far better capitalized 
and more aggressive private companies. Do you think a utility 
responsibility clause would give such protection to those REA’s and 
similar groups so that they could undertake legitimate expansion and 
be assured of the supply of energy ? 

Mr. Lunpy. Senator, I feel it should be written to do so. That is 
what has stumped a number of people trying to draft one, however, 
just how do you say that? I believe it could be done, and should be 
done, of course. 

You see, the PUD’s in the State of Washington are now, some of 
them, comparable in power generation of their own to the generation 
of some of the private utilities. They are the strong boys of the 
public power movement. 

Senator Nevusercer. I don’t think there is any doubt of that. We 
have in our own State, for example, relatively small public agencies 
like the Coos-Curry Rural Electric Cooperative way down in the 
southwestern end of our State. I do feel, and I am sure you agree, 
that any clause that it written into this act, must provide them with 
protection so that they can have a continuing supply of energy. 

Mr. Lunpy. I do agree with that. 

Senator Neupercer. One of the things I want to call to your atten- 
tion is this: Mr. Norwood was candid in discussing some of the 

olitical realities which went into the geographic reservations written 
into the Hungry Horse Act and in the Hells Canyon bill. I think 
that people in Oregon, who were concerned about possible discrimina- 
tion against Oregon by the preference clause, have to realize some 
political realities, too. I think one of them is that this preference 
clause has existed as a part of Federal power developments for over 
half a century. It is accepted and in many cases taken for granted. 
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I would like to call to your attention one paragraph in a letter 
which the chairman of the committee has received from the Depart- 
ment of Agriculture with respect to S. 2206. That is my proposal to 
modify the preference clause in a very moderate degree to give 
industries a very moderate priority. 

I won’t read the whole letter of the Department of Agriculture but 
it and other letters which we received from other departments will 
appear in the hearing record in full. Here is the key paragraph in 
a letter signed by True D. Morse, the Acting Secretary of Agriculture: 

This Department does not favor enactment of the bill. While it does not 
directly affect the operations of the Department, the proposal would by estab- 
lishing a statutory priority for industrial use make possible the diversion to such 
use of electrical energy required by domestic and rural consumers many of them 
served by REA-financed systems whose energy requirements continue to expand 
substantially. 

This comes from the Department of Agriculture in the present ad- 
ministration, and I think it would be agreed that the present admin- 
istration is certainly not biased against private power. If anything, 
it might be said to be biased in favor of private power, and certainly 
is not nearly as strongly in favor of public power as past administra- 
tions. Yes even this administration has recommended against a mod- 
erate change in the preference clause which would give industry a 
slightly higher priority and might, according to the Acting Secretary 
of Agriculture’s letter, withdraw some energy from REA’s. 

I merely call that to your attention to show the feeling on the part of 
many people, even some of the very conservative people, that there 
should be no change in the preference clause which would jeopardize 
energy supplies for some of these rural electric cooperatives. 

Mr. Lunpy. If the people in the Northwest could be in reasonable 
agreement on a change in the preference clause either to benefit in- 
dustries or for any other purpose, would not the Congress be more 
receptive to the idea of amending it in this new legislation which 
applies only to the Northwest region ? 

Senator Neusercer. I would say, just giving a curbstone opinion, 
if there could be some agreement among all the States and their Rep- 
resentatives in Congress, and some of the economic groups involved, 
as to what kind of clause there should be, of course there would be much 
greater likelihood of acceptance. 

Mr. Mapes, do you have any questions of Mr. Lundy ? 

Mr. Mares. No, sir. 

Senator Nevusercer. Mr. Lundy, thank you very much for being 
here today. 

Mr. Lunpy. Thank you, Senator. 

Senator Neupercer. Our next witness is Mr. LaSalle E. Coles, of 
Prineville, Oreg. 

While we are waiting for Mr. Coles, the letters which we have 
received from various departments commenting on S. 2206 will appear 
in the hearing record in full. 

(The letters follow :) 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., February 28, 1958. 
Hon. DENNIS CHAVEZ, : 
Chairman, Committee on Public Works, 
United States Senate. 
DEAR SENATOR CHAVEZ: This is in reply to your request of June 4, 1957, for a 
report on S. 2206, a bill to amend the Bonneville Project Act to authorize the 
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Administrator to establish priorities and preferences so as to benefit the general 
public and to promote diversified economic development fairly and equitably 
throughout the several States of the Columbia River Basin. 

The bill amends section 4 (a) of the Bonneville Project Act which requires 
that the electric facilities of the project shall be operated for the benefit of the 
general public, and particularly of domestic and rural consumers, and that in 
disposing of electric energy generated at the project, preference be given to 
public bodies and cooperatives. The amendment would expand the Bonneville 
Administrator’s authority to include all energy disposed of by him and would 
authorize him to establish priorities for industrial uses which will best promote 
the diversified economic development of the several States in the Columbia 
tiver Basin and for distribution to domestic and rural consumers with prefer- 
ence in such distribution to public bodies and cooperatives. 

This Department does not favor enactment of the bill. While it does not 
directly affect the operations of the Department, the proposal would by estab- 
lishing a statutory priority for industrial use make possible the diversion to 
such use of electrical energy required by domestic and rural consumers many 
of them served by REA-financed systems whose energy requirements continue 
to expand substantially. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
TRUE D. Morss, Acting Secretary. 


DEPARTMENT OF THE ARMY, 
February 28, 1958. 
Hon. DENNIS CHAVEZ, 
Chairman, Committee on Public Works, 
United States Senate. 


DeaR Mr. CHAIRMAN: Reference is made to your request for the views of the 
Department of the Army with respect to S. 2206, 85th Congress, a bill to amend 
the Bonneville Project Act to authorize the Administrator to establish priorities 
and preferences so as to benefit the general public and to promote diversified 
economic development fairly and equitably throughout the several States of the 
Columbia River Basin. 

The purpose of S. 2206 is to amend section 4 (a) of the Bonneville Project 
Act so as to authorize the Bonneville Power Administrator to establish priorities 
for industrial uses of power marketed by the Administrator. Under existing 
law the Administrator is required to give priorities particularly to domestic 
and rural consumers. 

As the Department of the Army does not have general authority to market 
power, it prefers to express no comments with respect to S. 2206. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
Wiser M. BRUCKER, 
Secretary of the Army. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
February 25, 1958. 
Hon. DENNIS CHAVEZ, 
Chairman, Committee on Public Works, 
United States Senate. 

My Dear Mr. CHAIRMAN: This is in reply to your request dated June 4, 1957, 
for the views of the Bureau of the Budget on S. 2206, a bill to amend the 
Bonneville Project Act to authorize the Administrator to establish priorities and 
preferences so as to benefit the general public and to promote diversified eco- 
nomie development fairly and equitably throughout the several States of the 
Columbia River Basin. 

The bill amends section 4 (a) of the Bonneville Project Act and apparently 
would, if enacted, expand the Bonneville Administrator’s authority to estab- 
lish priorities for disposing of electric energy for industrial uses which will 
best promote the diversified economic development of the several States in the 
Columbia River Basin. 
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We understand that introduction of this measure was intended to serve as a 
basis for extended hearings to develop information which would shed light on 
problems arising in the Pacific Northwest from existing provisions of law with 
respect to preference in the sale of Federal power. Because of the complexi- 
ties involved in establishing priorities for industrial uses of power when related 
to the priorities claimed by public bodies and cooperatives that qualify for 
federally generated power under existing preference provisions, and because 
of the importance of industrial development to the economy in this area, we 
agree that additional information should be developed before a conclusion is 
reached on the proposal. 

Accordingly, in the absence of such information, the Bureau of the Budget has 
no recommendation at this time with respect to enactment of the proposed 
legislation. 

Sincerely yours, 
Rospert BE. Merriam, Assistant Director. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., February 28, 1958. 
Hon. DENNIS CHAVEZ, 
Chairman, Committee on Public Works, 
United States Senate, Washington, D.C. 

Dear SENATOR CHAvEz: A report has been requested from this Department 
on §S. 2206, a bill to amend the Bonneville Project Act to authorize the Admin- 
istrator to establish priorities and preferences so as to benefit the general 
public and to promote diversified economic development fairly and equitably 
throughout the several States of the Columbia River Basin. 

If enacted, 8. 2206 would work a very substantial change in those provisions 
of the Bonneville Project Act which, in order to insure that the projects to 
which the Act is applicable are “operated for the benefit of the general public, 
and particularly of domestic and rural consumers,” direct this Department to 
“give preference and priority to public bodies and cooperatives” in disposing 
of energy generated by those projects. It would also have a substantial effect 
on administration of the preference provisions of the Reclamation Project Act 
of 1939 and the Flood Control Act of 1944 insofar as energy from projects gov- 
erned by these Acts is marketed by the Bonneville Power Administration. 

We are all aware of the many expressions of Congressional policy endorsing 
the so-called preference clauses in the marketing of Federal power. Such 
clauses which give preference to cooperatives, municipal or public agencies, 
have become the hallmark of the power marketing policy of the Federal 
Government. 

S. 2206 would authorize administrative determination of the extent to which 
industrial power requirements should receive priority over the amounts avail- 
able to cooperatives, municipal and public agencies, for distribution to rural and 
domestic consumers. Any such principle, however valid, would have to be ap- 
plied in fairness and equity to all Federal power marketing areas. This bill 
would not only authorize the determination of the quantity of Federal power to 
be made available to industry; it also implies administrative discretion to de- 
termine where such power should be made available. 

In the light of these considerations, we could not make a recommendation on 
such legislation unless the reasons for such change, either on a regional basis 
or throughout the Nation, have been more definitely demonstrated and justified. 
It would be better, we believe, for this to be done after there has been an op- 
portunity for us to consider fully all matters which may be developed by the 
sponsors or others in your committee hearings which would justify this marked 
departure from previous national policy as expressed in the preference clauses. 
We will, of course, assist your committee at the hearings, upon request to do 
so, by presenting such factual material as is available to us and relevant to the 
subject under consideration. 

The Bureau of the Budget has advised that there would be no objection to 
the submission of this report to your committee. 

Sincerely yours, 
Frep A. Seaton, Secretary of the Interior. 
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FEDERAL POWER COMMISSION, 
Washington, August 1, 1957. 
Re S. 2206, 85th Congress, “To amend the Bonneville Project Act * * *” 
Hon. DENNIS CHAVEZ, 
Chairman, Committee on Public Works, 
United States Senate, Washington, D.C. 


Dear Mr. CHAIRMAN: This letter is in response to your request of June 4, 1957, 
for a report on the bill S. 2206. 


Examination of this bill indicates that the amendment proposed therein in- 
volves primarily a question of legislative policy not directly related to any 
statutory responsibilities of the Federal Power Commission, and accordingly, we 
do not desire to offer any comment concerning the bill. 

Sincerely yours, 


FREDERICK STUECK, Acting Chairman. 
Senator Neunercer. Mr. Coles, we are delighted to have you here 
today. 
Mr. Coles is president of the Oregon Reclamation Association. 


I believe you are vice president of the National Reclamation Asso- 
ciation, isn’t that correct ¢ 


STATEMENT OF LaSALLE E. COLES, ON BEHALF OF THE OREGON 


RECLAMATION CONGRESS, AND THE NATIONAL RECLAMATION 
ASSOCIATION 


Mr. Cores. That is correct. I am not president of the Oregon 
Reclamation Association. 

Senator Neusercer. You are former president. 

Mr. Cores. That isright. Iam just an officer at the present time. 

Mr. Chairman, my statement is divided in two parts. One is on S. 
3114 and the other on S. 2206. My statements are short. I think I can 
save time by reading them. 

Senator Rewusaeaeh Go right ahead. 

Mr. Cores. My name is LaSalle E. Coles. I am an officer of the 
Oregon Reclamation Congress and first vice president of the National 
Reclamation Association. Iam testifying for the Oregon Reclamation 
Congress, which was organized in 1909, and is the oldest operating 
reclamation organization in the West. With respect to this bill, I am 
also appearing as an officer of the National Reclamation Association. 

In past years, various proposals have been advanced for the develop- 
ment and utilization of the water resources of the Columbia Basin. 
Among them was the Columbia Valley Authority, which was opposed 
by the Oregon Reclamation Congress on the grounds that the entire 
authority for development would be delegated to a small group of men 
unresponsive to the Congress or the affected States. 

We believe any organization, board, or corporation, established to 
construct, operate, or maintain water development facilities in the 
Columbia Basin should be responsible to the Congress and representa- 
tive of the area. 

In order to insure equal representation, we believe language should 
be included in S. 3114 to require that each State be represented at all 
times. 

We favor multiple-purpose development as opposed to single-pur- 
pose development. S. 3114, in our opimion, is a bill advocating single- 
purpose development, primarily power. Flood control and navigation 
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are considered, but in the original planning no consideration need be 
given irrigation, recreation, fish life, et cetera, by the Corporation. 

Congress has traditionally seen fit to make power a paying partner 
with the farmer, on reclamation projects. In the Missouri, the upper 
Colorado, the Central Valley, and the Columbia River Basins, the 
Congress has, in the national interest, allocated power revenues to 
assist irrigation. We believe S. 3114 should be broadened to allow 
the use of power revenues to assist in the development of feasible 
reclamation projects. 

We have two great Federal investigating and construction agencies 
of which we are very proud—the Bureau of Reclamation and the Corps 
of Army Engineers. This bill does not take full advantage of the 
years of experience of either one of these agencies. The Corporation 
directors can either use them, or not, at their own discretion. In order 
to have a more comprehensive development of the area, we should 
strive for greater cooperation between the Corporation, the Bureau 
of Reclamation, the Corps of Army Engineers, and the Department 
of Agriculture. 

We believe it possible under this bill for the Corporation to engulf 
all public and private power bodies in the area. Competition has been 
the impetus behind the economic life of our country, and is good for 
the power industry so long as it is not wasteful competition—therefore, 
this competition should continue. I have been told that it is not the 
intent of the sponsors to take over all power in the area. If this is 
true, we believe this language should be rewritten so that there will be 
no doubt as to the intent. 


Under section 12, page 15, beginning with line 19 of the proposed 
bill it states: 


The economical, unified development and regulation of the Columbia River 
system requires that no dam or appurtenant work affecting in any manner the 
present or future construction, operation, or maintenance of water control struc- 
tures on the Columbia River or its tributaries, be constructed until plans for 
such construction, operation, or maintenance shall have been submitted to and 
approved by the Board; and the construction, commencement of construction, 
operation or maintenance of such structure without such approval is hereby 
probibited. * * * 

Under this language, a dam of any size, regardless of the purpose of 
the storage, cannot be constructed by any entity in the Pacific North- 
west, unless plans have been submitted to and approved by the Cor- 
poration. Furthermore, any plan previously approved, but subse- 
quently modified, cannot be carried to completion unless the modifica- 
tions are resubmitted and reapproved by the Board. 

According to the language on page 16, line 14 through 23, the Cor- 
portion appears to be exempt from compliance with State water 
law. We believe that on all intrastate streams, the Corporation should 
be required to comply with State water law. On page 18, lines 12 
through 21, it appears that protection is given to rights acquired 
under State law for irrigation. We believe adequate protection should 
be given to any rights acquired under State law for any beneficial 
use of the water. 

Section 15 (a) makes it possible for the duties and powers to be 
assumed by a compact commission when the States involved have 
negotiated, and ratified a compact. The Oregon Reclamation Con- 
gress favors a compact for Columbia River States. We believe this 
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bill places the cart before the horse. We should have a compact 
before legislation of this type is enacted into law. 

We realize that we must step up our rate of development of power- 
producing structures in the region, if we are to keep up with the de- 
mand for power, but we do not believe that power development should 
be done at the expense of all the other water resources in this region. 

I would like to make one statement, Mr. Chairman, about this lan- 
guage under section 12, page 15. I don’t believe the sponsors of the 
bill realize the implication of that language. If we read that lan- 
guage correctly, it would be impossible for a farmer to build a small 
hol ng reservoir or stock pond without permission of the Corpora- 
tion, if they wanted to take that authority on themselves, to exercise 
the authority. 

We, as reclamationists, do not believe we can live with that. 

I will now read my statement on S. 2206. 

I might say that the National Reclamation Association does not 
approve of this statement because they have not taken a stand on the 
preference clause. 

I am an officer of the Oregon Reclamation Congress and am tes- 
tifying in its behalf. The Oregon Reclamation Congress was or- 
ganized in 1909, and is the oldest reclamation organization in the 
West. 

We favor the intent as expressed in S. 2206—“To amend the Bonne- 
ville Project Act to authorize the administration to establish prior- 
ities and preferences so as to benefit the general public and to promote 
diversified economic development fairly and equitably throughout the 
several States of the Columbia River Basin.” 

The preference clause makes preference customers. Approximately 
80 percent of the power customers in the State of Washington receive 
their power from public utilities.. The reverse is true in Oregon. Ap- 
proximately 80 percent of our power customers receive their power 
from private utilities. The retention of the preference clause as it is 
now interpreted, will result in Oregon not receiving its fair share of 
power from dams built by Federal agencies in the Columbia River 
Basin. 

Eventually, the public power bodies would take all the power from 
Federal dams, and we in Oregon would have to depend upon steam 
generation and pay a much higher price per kilowatt. Our State has 
an inherent right to a portion of the water of the Columbia River sys- 
tem, and to power generated therefrom. We do not believe the fram- 
ers of the preference clause intended to give one segment of our popu- 
lation an advantage over the other. It was their intent to make sure 
that the public utilities would have sufficient electric power to meet 
their demands at a particular time and to make secure the Federal 
investment. 

Under existing conditions, Oregon would have to become a public 
power State to receive a fair share of Columbia River power. This 
could force our people to accept an economic system to which they 
might be opposed. 

We urge you to give consideration to S. 2206, which provides for 
modification of the preference clause, so that our people can have a 
fair share of Columbia River power and still retain an economic sys- 
tem of their own free choice. 

Senator Neupercer. Thank you very much, Mr. Coles. 
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I have just a few questions I would like to ask you. 

You mentioned the fact that you felt such a proposal as the regional 
Corporation should not be enacted in the absence of a regional com- 
pact among the States ? 

Mr. Cotes. That is right. 

Senator Neusercer. You are aware of the fact, however, I am sure, 
that there seems to have become an irreconcilable conflict between 
some of the upstream and downstream States over ratification of a 
compact ¢ 

Mr. Corxs. I am aware of that. 

Senator Neusercer. If I am not mistaken I believe the Oregon Leg- 
islature under both political parties has thus far refused to ratify 
such a compact? 

Mr. Cotes. That is right. 

Senator Neusercer. If this stalemate over a compact continues in- 
definitely would you say that action on the regional Corporation 
should likewise be postponed indefinitely / 

Mr. Cotes. Senator, I would have to answer your question “No,” 
on that. I think that it is our desire to see the regional Corporation 
made more subject to local control. We have always been fearful 
of five directors in a corporation, or even CVA, responsible to only the 
President of the United States. In a good many instances those peo- 
ple become autocratic, they do not pay any attention to the thinking 
of the people of the area, and proceed with the development alon 
their own plans. That is what we are fearful of—a lack of loca 
control. 

Senator Neusercer. Do you feel you would have less control over 
the directors of the regional Corporation than you would say of the 
Secretary of Defense or the Secretary of the Interior ? 

Mr. Cotes. I think it would be about the same. I don’t care for 
either one. 

Senator Neusercer. But there has to be some machinery by which 
these projects are initiated and constructed ? 

Mr. Cores. If there is some way we could get this control closer 
to home and more responsible to the people—— 

Senator Neusercer. The reason I ask you these questions, Mr. Coles, 
is this: You live in what I regard as a typical grass roots community 
in our State. I have been in your lovely community of Prineville; it 
is right in the very center of our State. It is a small town dependent 
on lumbering, on such agriculture as you have been able to encourage 
on your Ochoco irrigation district, and so on. 

Do you think the people of Prineville would have less control over 
and access to these Directors of the Columbia River Regional Corpo- 
ration than to the Secretary of the Interior or the Secretary of De- 
fense who are in charge of these various agencies such as the Corps 
of Engineers and the Bonneville Power Administration ? 

Mr. Coxzs. I think it all depends on the people there who are in 
charge. But it seems that we in the area in the past have had a certain 
amount of control over those people. That is, by “people” I mean the 
Secretary of Defense and the Secretary of the Interior. 

There is legislation written whereby they must take into consider- 
ation the wishes of the people in the West, they must hold hearings, 
they must respect the fishing interests, the reclamation interests, and 
the various interests that use water. 
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Senator Neupercer. I would like to suggest this: You were here 
when the hearing commenced. You will note that I said this is for 
the purpose of improving and developing this legislation, not to send 
this bill to the floor of the Senate in the form in which it is before 
us. I would like to see the Oregon Reclamation Congress draft a pro- 
posed amendment to this bill which in its opinion mght anchor down 
and assure this grassroots representation through hearings and so on, 
so that it could be considered by the subcommittee. 

Actually, one of the reasons I introduced the bill, along with my 
colleagues, was a feeling that it might provide more grassroots control 
rather than less. So any amendment that you and your associates 
could propose in this respect would be welcome. 

Mr. Corrs. You have an Advisory Committee in the bill, which is 
supposed to do the very thing which you have mentioned, yet the 
Directors do not have to pay any attention to the Advisory Commit- 
tee if they don’t want to. We might get a question that way. 

Senator Neupercer. One suggestion I want to leave with you is that 
you and your associates propose an amendment or series of amend- 
ments and to consider this proposed regional Corporation in relation 
to such control as you actually have over the members of the Cabinet 
in Washington, and their appointees in the region, such as the Bonne- 
ville Administrator and the local Director of the Bureau of Reclama- 
tion, to see if you couldn’t propose an amendment which might give 
you greater access and greater control over these Directors of the 
regional Corporation. Think about that. 

Mr. Cotes. We will try. 

Senator Neusercer. I want to talk to you about the irrigation sub- 
sidy or support of irrigation. Are you dissatisfied with the provisions 
in the bill that pertain to the support of irrigation ? 

Mr. Cores. I think the provisions in the bill are all right as far 
as they go. I don’t think they go far enough. I have read those pro- 
visions several times and I am not so sure just what they are. 

Senator Neupercer. You are aware of this, I know: that more and 
more as the most desirable irrigation projects are developed, to that 
much greater degree will irrigation be dependent on a power sub- 
sidy of one kind or another. Is that not true? 

Mr. Cores. That is right. 

Senator Neusercer. You and I together in 1955, along with others, 
fought through the Crooked River project. We saw that in order to 
make the repayment period conform to irrigation law, we had to 
secure a power subsidy from one of the Columbia River dams? 

Mr. Cores. That is right. 

Senator Neunercer. Therefore, it stands to reason, I think, as night 
follows the day, that the more power development there is in the 
Columbia Basin, that much more likelihood there will be of support 
for irrigation through such funds; is that not true? If we can in- 
crease power development there is a greater likelihood that we can 
increase irrigation. 

Mr. Corr. There should be a greater fund available to assist rec- 
lamation. 

Senator Neusercer. So if this bill would increase power develop- 
ment, then potentially it has benefits for irrigation. Again, I would 
like to suggest that you have your people propose whatever amend- 


1A ae OE RNS RES eH) BEES NITE SAT DOC 








174 BONNEVILLE PROJECT ACT AMENDMENTS OF 1958 


ments they seem to think advisable or feasible that would make the 
bill more valuable to advocates of reclamation and irrigation. 

You yourself are the advocate of the bill for a general regional 
subsidy for irrigation from all the projects. It might be possible that 
one clause or another from that could be proposed as an amendment 
to the Regional Corporation Act. At least you could consider that. 

I want to ask just one other question. You criticize the provision on 
page 15 which I discussed at some length with Mr. Norwood, about no 
dam or a pertinent work being constructed on the Columbia or its 
tributaries without approval by the Columbia River Regional Corpo- 
ration. You will note I had some rather pointed questions of Mr. Nor- 
wood regarding that. I would like to ask you some questions with re- 
gard to your criticism of that provision. 

You said under this no farmer could build any kind of control work 
on any water that flowed to the Columbia. Would that be your in- 
terpretation of this provision ? 

Mr. Cores. That is my interpretation of it because it says “any 
structure.” I don’t believe that is the intent of Mr. Norwood in this 
bill. I think the intent is the structures on the main stem. But it 
does 

Senaor Neupercer. Or the major tributaries. 

Mr. Corzs. Or the major tributaries, that is right. But the language 
is all inclusive. 

Senator Nevpercrr. Let me ask you this today, because you are an 
expert on water law and Iam not. Cana farmer today, in the Colum- 
bia Basin, build any kind of a work on any of the tributaries of the 
Columbia’ without securing some kind of an appropriate permit or 
water right ? 

Mr. Corzs. He must receive that permit in Oregon from the State 
engineer. 

Senator Neusercer. He has to get that from the State engineer ? 

Mr. Corzs. That is right. 

Senator Neusercer. So even today there is a certain amount of con- 
trol, State control rather than Federal control ? 

Mr. Corzs. Yes, sir. 

Senator Nevpercer. I make that point in the record. So even now 
there is some control by government, although it is State government, 
over what he does. 

Again you might have a suggestion to write into this particular 
clause so that this would not interfere with the farmer’s type of opera- 
tion that you mentioned. If necessary later on I will have Mr. Mapes 
give you a memorandum on the various things you and I have discussed 
so that when you return to Oregon, or here in Washington, you can dis- 
cuss these proposals with your associates and submit some of your sug- 
gestions to us in writing. 

I have a concluding question. 

Mr. Corrs. Could I make a statement before you go ahead on this 
language on page 15? 

Senator Neusercer. Certainly. 

Mr. Cores. You worked with us on the Crooked River project. I 
believe that under this language, before we could build the Crooked 
River Dam that we would have to go to the directors, submit our 
specification to them, also submit a pli in of operation and gain their 
approval before we could build that structure. 
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Senator Nevupercer. By “we” you mean the Bureau of Reclama- 
ion ? 

_ Mr. Cores. I mean the Bureau of Reclamation or the Ochoco Irriga- 
tion District in Crook County. I don’t believe we could do it anyway. 
If they disapproved we couldn’t build it. I don’t know whether an 
irrigation district can live with an operating schedule which might be 
proposed by power people. 

They might even tell us that we have to turn our water loose and 
run the generators at the Dalles Dam, even though it is a minor amount 
of water and we wouldn’t have any water left to irrigate the farms 
with. I realize it is rather fantastic but I think it is possible under 
this bill. 

Senator Neusercer. Let me ask you this question about the control 
of the regional Corporation over use of sites in the basin. If this re- 
gional Corporation is to assume utility responsibility for providing 
power for the region, don’t you think they have to have a certain 
amount of veto power over the use of sites in the region ? 

_In other words, could they just permit the Federal Power Commis- 
sion, let us say, to license sites just indiscriminately willy-nilly with- 
out the regional Corporation having some voice in the matter? It may 
be that this language is not right or the control is too great. But 
wouldn’t they have to have some voice in the matter ? 

Mr. Cores. I think as far as power is concerned that is true. But 
I do not think it is true where irrigation is concerned because if they 
are going to assume the powers over an irrigation structure, they are 
going to have all the State of Idaho, they are going to have all of the 
omen part of Oregon and most of eastern Washington opposed to 
them. 


Senator Nrupercer. Section (g) on page 18 of the bill reads as fol- 
lows: 


Nothing in this Act shall be construed as affecting or intended to affect or to in 
any way interfere with the laws of any State relating to the control, appropria- 
tion, use, or distribution of water used in irrigation, or any vested right acquired 
thereunder, and the Corporation, in carrying out the provisions of this Act, shall 
proceed in conformity with such laws, and nothing herein shall in any way affect 
any right of any State or of the Federal Government or of any landowner, 
appropriator, or user of water in, to, or from any interstate stream or the waters 


thereof. 

Do you think that would be sufficiently strong and comprehensive 
to protect a project like the Crooked River project in which you and 
I are mutually interested ? 

Mr. Cores. I read that language. But you still go back to the other 
language. I think the two are in conflict. It still says we have to sub- 
mit a schedule to them and our plans of construction. 

Senator Neusercer. Mr. Mapes, what is your legal opinion about 
that matter? Do you think that this would sufficiently provide pro- 
tection for a project like the Crooked River project or not? You come 
from eastern Oregon. 

Mr. Mares. I think in general terms, Mr. Chairman, the specific 
provision rules over the general. I can see the cause for Mr. Coles’ 
concern over the general language, as he quoted it on page 15 and 
page 16. But I think the specific text in subsection (g) on page 18 
would probably take precedence in any court. I think that that is 
probably the protection that Mr, Coles is interested in obtaining. 

Mr. Corns. I presented that to our attorney, and he wasn’t sure. 
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Senator Neupercer. This is the way I feel about it: I think that 
this question of water rights and irrigation has got to be nailed down 
so that it is protected. In my opinion if this language i isn’t sufficiently 
strong, or comprehensive, then we are going to eet ‘the language, and 
the words can be gotten somehow. T hat is the purpose of this hearing. 
It is my hope that you will talk to your attorneys in the National 
Reclamation Association and the Oregon Reclamation Association, 
and see if it isn’t possible to develop the type of protection that we 
want for a project like the Crooked River project and others. 

Because I realize, as do you, that the regional] Corporation idea is 
not going to pass if people in Idaho and eastern Oregon and eastern 
Washington and parts of Montana feel that their irrigation develop- 
ment would be jeopardized. So if this language doesn’t do it we will 
have to try to get other language. 

Mr. Mares. I think I might § say in addition, Mr. Chairman, that the 
subsection (g) on page 18 refers specifically, I think, in its terms, 
to projects which have been constructed. Perhaps to that extent the 
control of the Corporate Board over the construction of these projects 
might be of concern to Mr. Coles and there is justification for that. 
I think probably your attorney, Mr. Coles, or your board, can suggest 
an improving amendment to that. 

Mr. Corrs. Does this language refer to new construction after this 
law would be enacted ? 

Mr. Mapes. It is not specific enough. It says “in any way interfere 
with the laws of any State” and so forth. But it seems to me that 
your concern is in getting the Board’s approval or not having any 
interference with plans before the construction is made. After you 
have a project built I think that subsection (g) provides all the pro- 
tection you would probably need. 

Mr. Coxzs. I think that is right. 

Mr. Mares. I think what you are looking for is to be sure that you 
can construct projects that are reasonable ‘and much needed. 

Mr. Cotes. That is right. 

Senator NEUBERGER. ‘Mr. Coles, thank you so much for coming here. 

Irrigation is one of the very important aspects of the development 
in the Columbia River Basin. We don’t want to do anything to 
jeopardize it. Rather, we would like to do something, if we could, to 
enhance and advance it, and that is our purpose. 

Mr. Cores. Thank you. 

Senator Neusercer. Off the record. 

(Discussion off the record. ) 

Senator Neusercer. Our next witness is Mr. William E. Welch, of 
the National Reclamation Association. 


STATEMENT OF WILLIAM E. WELCH, SECRETARY-MANAGER, 
NATIONAL RECLAMATION ASSOCIATION 


Mr. Wetcu. I am William E. Welch. I am secretary-manager of 
the National Reclamation Association. I don’t wish to take any more 
time of the committee, since Mr. Coles is the first vice president of 
our association. I think he has very ably presented the views of 
our association. 

Senator Neusercer. He did, indeed. 
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Mr. We cu. I would like to say that I feel very much encouraged 
by the attitude that has been shown here this morning, particularly 
the questions that you have asked, and the statement that you made 
just a few minutes ago to the effect that you want to see to it that the 
irrigation interests of the area are protected. That is of vital concern. 

I would call attention to one paragraph, or part of a paragraph, 
on page 9 of the bill, beginning with line 8 and going through line 13, 
which provides that the proceedings brought in a State court may 
be transferred to a Federal court by the Corporation. 

We are inclined to be skeptical about that, because practically 
everything in the West has been adjudicated by the States courts. 
We are perfectly entitled to take a case involving water rights into 
a State court. 

Senator Neusercer. We will look into that. I will make it plain 
that no bill will be submitted to this committee that doesn’t protect 
water rights, in particular, and irrigation, in general. In the first 

lace, the bill wouldn’t be reported out—I am realistic enough to 
mee that. But it will not be submitted unless that protection is 
provided. I know you will consult with Mr. Coles and with others 
in your association in the Northwest to see that such suggested lan- 
guage is brought to us. 

Mr. Wetcu. Thank you. 

Senator Neusercer. Thank you, Mr. Welch. 

Our next witness is Mr. Truman Price, who is representing the Hon- 
orable Albert D. Rosellini, Governor of the State of Washington. I 
think we might include here the letter from Governor Rosellini and 
telegram from Mr. Earl Coe, director of the Washington State De- 
partment of Conservation, authorizing Mr. Price to speak for them. 

(The correspondence referred to follows :) 

STATE OF WASHINGTON, 
EXECUTIVE DEPARTMENT, 
Olympia, May 5, 1958. 
Hon. Ricn Arp L. NEUBERGER, 
United States Senator, 
Senate Office Building, Washington, D.C. 

Dear Dick: This is in response to your letter of April 28 regarding the hear- 
ings which are to be held by the Senate Public Works Subcommittee on Rivers 
and Harbors on 8. 2206 and 8. 3114. 

I am referring these bills to my director of conservation, Mr. Earl Coe, request- 
ing him and his staff to review them carefully. We shall notify you of our 
desire to either present a written statement for the subcommittee record, or the 
person who will present the statement orally before the subcommittee, in the 
event it is deemed desirable to have a representative there. 

Thank you for calling these bills to our attention. 

Kind regards. 

Sincerely yours, 
ALBERT D, RoserLini, Governor. 


OLYMPIA, WASH., July 19, 1958. 
Hon. RicnHarp L. NEUBERGER, 
United States Senator, 
Committee on Public Works, 
United States Senate, Washington, D. C.: 

Appreciate opportunity for Truman Price, supervisor of power resources, de- 
partment of conservation, to testify May 21-23, on S. 3114 and S. 2206, as out- 
lined in your letter of April 28 to Governor Rosellini. Thank you very much. 

EARL Cog, 
Director, Department of Conservation. 
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Senator Neusercer. Mr. Price, we are glad to have you here. 


STATEMENT OF TRUMAN P. PRICE, REPRESENTING THE DEPART- 
MENT OF CONSERVATION OF THE STATE OF WASHINGTON 


Mr. Price. Mr. Chairman, I would like to clarify one point of m 
introduction. I am not presenting my statements in behalf of the 
State of Washington, but, instead, in behalf of the Department of 
Conservation of the State of W ashington, Mr. Earl Coe, director. I 
have two brief statements. P robably for the sake of expediting the 
hearings, it would be better if I read them. 

Senator Neupercer. Very well. The State of Washington is one 
of the great States of the Union, and I think that their statement 
should certainly appear in the record in full. I will be glad to have 
you read it. 

Mr. Price. My name is Truman Price. I am supervisor, Division 
of Power Resources, Department of Conservation, of the State of 
Washington. The primary responsibility of the division of power 
resources is to represent the State and aid and assist the State’s power 
utilities to the end that the State’s power resources shall be properly 
developed in the public interest. 

The proposed amendment to the Bonneville Act, S. 3114, will, if 
enacted, vitally affect power development and its distribution in the 
State of Washington; hence, we feel it is important to present our 
views on the proposed legislation. 

We generally support Senate bill 3114, known as the Columbia 
River Regional Corporation bill, and although we do not subscribe 
to every feature of the measure, we feel the basic principle has gen- 
uine merit and deserves widespread support. We want to make fur- 
ther detailed study of the measure, however, and want the opportunity 
to appear before the committee again to present specific recommenda- 
tions on how the legislation can be improved. We base our support 
of the measure on two vital regional needs the measure will fulfill. 

The Corporation will provide better administration of our water 
resources; and 

The Corporation will provide for the full and orderly develop- 
ment of such resources by a sound method of self-financing. 

The Corporation will afford better administration of our water 
resources by providing unified planning of broad scope. The diverse 
problems of regional development will be approached and evaluated 
on a comprehensive basis which has not been possible under existing 
administration. The need for such planning is great and is becom- 
ing greater as economic and other factors change with time. 

The Pacific Northwest area covered by the proposed Corporation 
has 28 million kilowatts of undeveloped hydroelectric power which 
is equivalent to over 8 times the hydroelectric capacity of the Ten- 
nessee Valley Authority. We feel that to properly plan for the 
development of a resource of such magnitude, a well-fin: anced agency, 
staffed for continuous study, should be responsible for regional plan- 
ning. To date, planning for development of our water resources has 
been intermittent, inadequate, and inconsistent. 

The Corps of Engineers has conducted three extensive surveys of 
the Columbia River and its tributaries and its results have been ad- 
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mirable considering the size of its staff and the insufficient funds 
made available for such studies. But even as extensive as the surveys 
of the corps have been, they have been inadequate and in many 
respects have failed to properly assess the needs of the region. As 
an example, the first report released in 1932, commonly referred to 
as the 308 Report, concluded that flood control was of minor interest 
and susceptible to easy solution by local interests. This report was 
not reviewed until 1948 and in the meanwhile the Columbia River 
went on a rampage that inundated over one-half million acres of land, 
took many lives and involved damages exceeding $100 million. The 
subsequent revision of the 3808 Report in 1948 “recognized the need 
for flood control and set a minimum goal which would control the 
maximum flood of record to 800,000 cubic feet per second at The 
Dalles. Since 1948, however, conditions have changed and current 
studies based upon increased development of the lower Columbia area 
indicate the 1948 goal is inadequate and should be revised to control 
the flood of record to 600,000 cubic feet per second. The Regional 
Corporation bill takes cognizance of this and provides that all projects 
constructed in the region be planned with this goal in mind. 

Another planning deficiene y has been in the area of detailed multi- 
project planning. The exper lence of project planning has often been 
to design a project as a semiseparate unit instead of as an increment 
of an overall development. The lack of integrated planning has re- 
sulted in construction of adjacent projects with different hydraulic 
power capacities and different size navigation locks. Also, optimum 
dam heights have not been obtained. 

The agencies conducting project planning are capable of perform- 
ing the necessary det: iled studies; but they have generally been pre- 
vented from m: aking them because funds for suc +h studies are appro- 
priated for individual projects. Unless adjacent projects are studied 
concurrently, we feel optimum design cannot be obtained. The Cor- 
poration bill provides for comprehensive engineering studies and 
submission of advance construction programs to C ongress; so we feel 
the bill will solve the problem of inadequate planning. 

Probably the greatest defect in the administration of our water 
resources, however, has been the inadequate scheduling of project 
construction. Conflicts between agencies and private corporations 
have frequently resulted in excessive delays in carrying forward a 
construction program vitally needed to meet the region’s power and 
other needs. The Corps of Engineers and the Bureau of Reclamation 
have often carried construction programs to the stage of public hear- 
ings only to find that the programs conflict with private interests or 
with progr ams of other Government agencies. Experience has shown 
that when Congress is faced with a division of opinion among various 
interests concerning the construction of major improvements such as 
multipurpose dams, it tends to defer authorization of such proj 





however much they may be needed—until the interests of the region 
‘an reconcile their differences. Under present administration there 
is no mechanism for reconciling these interests before the projects are 
submitted to Congress. 
As a result of this conflict, construction programs have languished 
and the needs of the region have not been met. The Columbia River 
and its tributaries are still not controlled to prevent devastating 


on dr areata ec 


es ee 


pinmesmrenameat 


Se 








180 BONNEVILLE PROJECT ACT AMENDMEN''S OF 1958 


floods, and grave power shortages resulting in periodic power curtail- 
ments have plagued the region since 1948. ‘These shortages have 
created hardship upon many segments of industry and have con- 
tributed to increased cost of power; but, most important, they have 
curbed industrial expansion which has been so vitally needed. We 
feel the Regional Corporation bill with its provision for a realistic ad- 
vance construction program will solve the vexing problem associated 
with inadequate scheduling of project construc tion. 

Upstream storage, w hich is so vital to power production, flood con- 
trol, and other multipur ose uses is another example of how existing 
administration has failed The 308 Review Report of 1948 set a mini- 
mum storage goal for flood control of 22 million acre-feet and recom- 
mended the construction of 5 projects to attain this goal. None of the 
recommended projects has been constructed. The stor age provisions 
for two of the projects, Priest Rapids and John Day, have been de- 
leted; Hells Canyon, which is one of the key storage projects of the 
Snake, i is being developed essentially for single-purpose power pro- 
duction ; Libby, a similar key project on the flood-susceptible Kootenai 
River, is stalemated in international complications; and Glacier View 
has not been constructed because it infringes upon Glacier National 
Park. 

River regulation studies currently underway by the Power Plan- 
ning Subcommittee of the Columbia Basin Interagency Committee, 
indicate reasonably full storage development of the Columbia Basin 
and its tributaries amounting to 51 million acre-feet can be used for 
power purposes beyond the : year 2000. This amount of storage is 
significant in that the storage needed to attain the flood-control ‘goal 
specified by the Corporation bill can be used effectively for power 
generation. 

Not only have storage projects suffered, but also other multipurpose 
projects. Prior to 1953, 21 projects had been authorized by Congress 
for construction. Only two of these projects have been placed under 
construction and no new projects have been authorized. Funds for the 
two projects placed under construction, Ice Harbor and John Day, 
were obtained over and against the opposition of the present adminis- 
tration and its Budget Bureau, and only after widespread regional 
support was expressed in favor of the projects. Power demands of 
the Pacific Northwest have increased at an average rate of 10 percent 
annually for the last 5 years. Forecasts indicate that such increases 
will prevent the Bonneville Power Administration from serving many 
of its nonpreference customers by 1965 unless construction of addi- 
tional projects is commenced. We have been placed in a position of 
fighting not for an assured long-range abundance of power, but in- 
stead for individual projects to stave off crippling shortages in the 
immediate future. 

The key provisions of the Corporation bill which will make possible 
orderly development are set forth in section 11, which provides for a 
sound method of self-financing. Essentially, this section of the bill 
makes possible the development of multipurpose projects through is- 
suance of 50-year electric revenue bonds. This approach is not new, 
and closely parallels the TVA self-financing act which has already 
been approved by the United States Senate. Also, the bill approves 
the use of revenues in excess of obligations for capital expansion. 
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In summary, we feel the Regional Corporation bill, with its strong 
provisions for comprehensive multipurpose development and _self- 
financing, will rectify the inadequacies inherent in the present admin- 
istration and development of our water resources. We further feel 
that with its enactment, realistic construction schedules can be formu- 
lated and placed in effect. For these reasons, we lend our full support 
to the basic principles of the measure. 

Senator Neupercer. Thank you very much, Mr. Price. That is 
certainly a powerful statement in behalf of the Regional Corporation 
idea. Of course, it is extremely significant, coming from the State 
government of the State of Washington. 

I want to say that I have a very high opinion of your superior, 
Earl Coe. I knew him when he was secretary of state, and I think 
he is a most able public servant, and of course, we are delighted that 
Mr. Coe and the Governor have authorized this presentation. 

Do you want to address yourself to any specific points made earlier, 
such as some of the criticism voiced by Mr. Coles on what he regarded 
as lack of protection for irrigationists, and Mr. Lundy’s comment 
on the protective clause in the bill? Do you have anything to add to 
that or not ? 

Mr. Price. Mr. Chairman, I would prefer to consult with our 
division of reclamation prior to making any comments on Mr. Coles’ 
statement concerning the corporation bill’s effect upon irrigation and 
reclamation. 

Senator Neusercer. I want to make one further point. You men- 
tioned that you might like to appear later on, or that the State gov- 
ernment of Washington might want to appear later on. I think, Mr. 
Price, that Senator Murray’s office has said some people from Mon- 
tana wanted to appear early in June if that could be done, I want 
to call your attention to the fact that we may have one further day 
of hearings with respect to this legislation sometime perhaps in the 
first 2 weeks in June, when these witnesses from Montana, whom Sen- 
ator Murray’s office has been in contact with, will appear. 

Should your department, or any other agency of the State of Wash- 
ington, wish to provide supplementary views at that time, we would 
be most happy to have you doso. 

Mr. Price. Thank you, sir. 

Senator Nrupercer. I understand from Mr. Sneed that you have 
a statement on S. 2206. Will you present that? 

Mr. Price. Yes. 

We appreciate this opportunity to present our views on S. 2206, a 
proposed amendment to the Bonneville Act which will amend the 
preference and priority provisions of the act. 

We oppose this legislation because we feel it will not accomplish 
the objective of promoting the economic development in the region. 
Instead, we feel it will adversely affect the basic power marketing 
policy of the preference clause now in effect, which has served excel- 
lently since it was established. We further feel that restrictive con- 
tracts executed between the Bonneville Power Administration and 
the private power companies have contributed to the stagnation of 
development. 

The administration and development of our power resources has 
heen intermittent, inadequate, and inconsistent to such a degree that 
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the region has experienced periodic power shortages since 1948. As 
a result of such power shortages, the region has dev eloped a reputa- 
tion of being power deficient and not capable of sustaining economic 
expansion. “This reputation has become increasingly widespread since 
1953, when the administration took the position that it would not 
recommend for authorization or construction additional Federal proj- 
ects. Fortunately, two important projects, Ice Harbor and John 
Day, have been placed under construction, by the Congress, over and 
against the opposition of the administration. These projects will tem- 
porarily relieve the strain on our power demands. However, they will 
not furnish an industrial power surplus to relieve the region of its 
reputation of being power deficient. 

The other factor, in our estimation, which has curbed economic ex- 
pansion has been the long-term power contracts the Bonneville Power 
Administration signed with the private power companies. These con- 
tracts provide that no new industrial loads may be served directly by 
the Bonneville Power Administration until at least 1,500,000 kilowatts 
of power are furnished the private power utilities. This, in effect, 
has prevented industries from taking advantage of low-cost Federal 
power. Administrative restrictions were also placed in effect whereby 
the Bonneville Power Administration will not serve industrial loads 
of public agencies in excess of 10,000 kilowatts in a year. S. 2206 
would not rectify these problems of adverse power contracts and ad- 
ministrative restrictions. This legislation provides that the Adminis- 
trator may establish priorities for industrial uses. We realize that 
the sponsors of the measure did not intend to give the Administrator 
such broad discretionary power. Nevertheless, until the draft is re- 
vised, we feel the measure is a definite threat to the preference policies 
now in effect and that it should be opposed. 

We feel the objectives of the measure can best be attained by enact- 
ment of S. 3114, which is now pending before this committee. 

Senator Nevsercer. Do you think industry should be a preference 
customer ? 

Mr. Price. I do not feel industry should be a preference customer 
as provided for in S. 2206. Instead, I feel we should provide an 
abundance of low-cost power for all customers of the region, making 
preference treatment of industry unnecessary. 

Senator Neunercer. Suppose we come to the time in the Northwest 
when there is a power shortage, when all the generating facilities have 
been used, Which do you think is the better use of the cheapest power 
that is available, that it be used for industry, or that it be used for a 
whole range of domestic customers? Which do you think would be 
preferable for the mare ’s expansion ? 

Mr. Price. Mr. Chairman, I can’t foresee a period when we will 
have inadequate power. The State of Washington has approximately 
63 billion tons of coal which, aside from low -cost hydropower, is the 
cheapest source of electrical energy. 

Senator Nevpercer. Let me ask you: Is that coal in Washington 
cheaper than developing power with coal in Ohio, or Pennsylvania, 
where they also have vast quantities of coal # 

Mr. Price. It is very comparable. We are currently undertaking 
studies with regard to development of the Roslyn Cle Elum coalfie lds 
in Kittitas County, Wash., for thermal electric power. Studies to 
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date indicate that power costs will be very comparable with thermal 
power costs in other regions. Also, the studies indicate that the cost 
of such thermal power compares favorably with the estimated cost 
of power from many of the hydroelectric projects left to be developed 
in the Northwest. 

Senator Neunercer. If you were an industrialist and were to manu- 
facture a product to serve a national market, where would you use 
thermal power made from coal: in the States of Washington, Ohio, 
Virginia, or West Virginia ? 

Mr. Price. At the present time, Mr. Chairman, I believe, I would 
use thermal power in the Ohio industrial area. However, if we pro- 
ject our industrial and economic growth to 1975 or 1980, we should 
have a market developed on the west coast which will support indus- 
trial expansion in the Pacific Northwest. 

Senator Neupercer. However, during the next 20 years, you and 
I have a responsibility to people who need economic opportunity, too. 
We can’t only look at the long-range view. People must eat, work, 
pay their bills, and have some economic security in the next 20 years 
also, isn’t that correct ? 

Mr. Price. That is correct. That is why we support in principle 
S. 3114, which we feel will provide the abundance of low-cost power 
to sustain economic growth for the next 20 years and for many years 
thereafter. 

Senator Nrupercer. I want you to know one of the reasons that I 
introduced S. 2206; I realize it has many defects, as do a great deal 
of the bills drafted by human beings. It has seemed to me that the 
low-cost power in our region, such as is still available, can help our 
region more if it is used for industrial payrolls than if it is spread 
over the whole gamut of power users. 

In other words, I think it is comparatively unimportant in my 
community, which has been hard hit by unemployment, whether the 
local light bill paid by Mrs. Neuberger and me is $8 a month, or 
$11.85 a month. I think that is comparatively unimportant. Or 
whether the light bill paid by my family, who run several restaurants, 
for their neon signs, and the substantial amount of electricity they 
use, whether it is $800 a month, or $500 a month. What I do think is 
very important to my family, to Mrs. Neuberger and me, is if there 
are people at work in Portland, or if there is unemployment in Port- 
land. I would rather see the low-cost energy used for jobs. 

I recently visited what is called the Niagara Frontier. There, on 
the Niagara Frontier, I saw that most of the low-cost energy from 
Niagara Falls goes to industries that stretch on for miles. 1en I 
was in the State of New York on one trip, Governor Harriman made 
quite a controversial decision. He decided to allocate—and now I 
am speaking from memory as to the figures—he decided to allocate 
approximately the the first 300,000 kilowatts of the New York State 
Power Authority energy from the St. Lawrence seaway, not to mu- 
nicipalities, not to private companies, not to rural electric systems, 
but to two aluminum smelters and a General Motors foundry. His 
decision was hailed by the Democratic State chairman of the State 
of New York, by the Republican State chairman of the State of 
New York, by practically every newspaper in the State of New York, 
whether it is liberal, conservative, Democrat or Republican, because 
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even in a State like New York, which is the most prosperous indus- 
trial State in the Union, and pays over 20 percent of the Federal 
taxes, they realize that that low-cost power from the Federal seaway 
might be more useful to the State of New York if it were used in 
those industrial and manufacturing payrolls, than if it were given 
to either public or private utility operations to distribute over a whole 
range of consumers. 

That decision may not be right in the State of New York, and I 
may not be right in introducing S. 2206, but I want you and your 
associates in the State of Washington to understand some of the 
reasons behind it. 

Weare very grateful to you for coming here today. 

We have reached the point of 12:30. The Senate is in session. I 
am going to apologize to Mr. Vince Cleaveland, manager of the Clark 
County Public Utility District in the State of Washington, and ask if 
he can be here tomorrow morning when he will be on the schedule af- 
ter Dr. Pearl, the Administrator of the Bonneville Power Admin- 
istration, and the representatives of the Bonneville Power Admin- 
istration. 

Will that suit your convenience, Mr. Cleaveland ? 

Mr. CLEAVELAND. Yes, sir; it will. 

Senator Neupercer. There will be included in the record letters 
which we have received commenting on S. 3114. 

(The letters follow :) 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., May 20, 1958. 
Hon. DENNIS CHAVEZ, 
Chairman, Committee on Public Works, 
United States Senate, Washington, D. C. 


My Dear Mr. CHAIRMAN: This will acknowledge your request for the views of 
the Bureau of the Budget on S. 3114, a bill to amend the Bonneville Project Act 
in order to establish the Columbia River Development Corporation. 

The purpose of the bill is to facilitate development and administration of the 
Federal water-resources program in the Pacific Northwest through a Government 
corporation. Under the bill, the proposed Corporation would be authorized to 
acquire, construct, operate, and improve in the Pacific Northwest such hydro- 
electric power facilities as may now or hereafter be authorized by the Congress. 
Also, the Corporation would be authorized to dispose of all electric energy gen- 
erated by Federal hydroelectric projects and other power facilities in the Pa- 
cific Northwest. Under the bill, existing jurisdiction over power-generation 
facilities would be continued for 5 years, but after that time, the President 
would be authorized to transfer to the proposed Corporation all functions and 
properties related to the Columbia River Power System now administered by 
other Federal agencies in the area. 

The encouragement of programs for the conservation, multiple-purpose devel- 
opment and improvement of water resources in the Pacific Northwest is vitally 
important to this area and to the Nation generally. We understand that the 
bill was introduced with the hope that extended hearings will disclose the defects 
of the measure and ways in which it might be improved. Certainly, a proposal 
of such importance as this to the welfare of the region merits thorough and 
complete study before any final determinations are made. 

The Interior Department reports that in January 1958, the total capacity of 
the Federal hydroelectric powerplants supplying energy to the Bonneville Power 
Administration system was 4.7 million kilowatts. After completion of Federal 
projects now under construction, the total capacity will increase to 7.7 million 
kilowatts. The total cost of the multiple-purpose projects involved is about $3 
billion. 

In addition to the Federal outlays, we understand that non-Federal private 
and public groups have, as of the first of this year, installed 4.5 million kilowatts 
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of generating capacity. These private and public groups are currently investing 
$600 million in 10 projects involving additional generating capacity of 3.0 
million kilowatts which will increase the total non-Federal capacity to 7.5 
million kilowatts. This non-Federal participation in the regional development of 
hydroelectric power sites, carried out through licenses issued by the Federal 
Power Commission, is of particular significance as an indication of local initia- 
tive and a willingness to share in reducing the burden on the Federal Treasury 
for financing project development. 

Both the Federal and non-Federal programs have been coordinated on a re- 
gionwide basis, resulting in an efficient power system. The Corps of Engineers 
is now completing a comprehensive plan, prepared in close cooperation with 
other Federal and State resource development agencies. It is expected that this 
plan will provide for developments which, if authorized by the Congress, could be 
constructed to meet the anticipated requirements for regional water uses includ- 
ing power. Thus, it would appear that construction and operation of multiple- 
purpose projects, as well as planning for future needs, are being accomplished 
satisfactorily by existing organizations in the Columbia River Basin. 

The executive branch is currently studying various plans for improving the 
management and organization of Federal power marketing activities, including 
the Hoover Commission’s recommendation to incorporate the Columbia River 
Basin system subject to the Government Corporation Control Act. Until these 
studies have been completed, we are not in a position to endorse any specific 
organization or financing plan. We believe, however, that the legislative pro- 
posil contains a number of organizational deficiencies and does not give ade- 
quate emphasis to the development of water resources for purposes other than 
power. 

For the foregoing reasons, the Bureau of the Budget would not favor enact- 
ment of S. 3114. 

Sincerely yours, 
RoGer W. JONES, 
Assistant Director. 


GENERAL SERVICES ADMINISTRATION, 
Washington, D. C., May 20, 1958. 
Hon. DENNIS CHAVEZ, 
Chairman, Committee on Public Works, 
United States Senate, Washington, D.C. 

DEAR Mr. CHAIRMAN: Your letter of February 5 requested the views of the 
General Services Administration on 8S. 8114, 85th Congress, a bill to amend the 
Bonneville Project Act in order to establish the Columbia River Development 
Corporation. 

The essential purpose of S. 3114 is to foster the Government’s water resources 
programs in the Pacific Northwest by providing for the administration of the 
Bonneville project and other projects in the Columbia River Basin through a 
Government corporation structure. However, of direct concern to GSA is the 
provision of section 17 of the bill which authorizes and directs the Administrator 
of General Services to transfer to the Columbia River Development Corporation 
the exclusive use, possession, and control of all property and any interests 
therein under his jurisdiction or control, constituting a part or held for the use 
of the Columbia River power system, at such time or times 5 years or more 
after the assumption of the office of the Board of Directors as the President of 
the United States may determine that more effective management, a reduction 
in expenditures, or efliciency of operations will be promoted. 

Subsection (c) of section 2 of the act of August 20, 1937 (50 Stat. 731) au- 
thorizes the Administrator of the Bonneville project to acquire by purchase, lease, 
condemnation or donation such real property or any interest therein deemed 
necessary to carry out the purpose of the act. The Reorganization Act of 
1949 (68 Stat. 203; 5 U. S. C. 1832 et. seq.) authorized the President of the 
United States to examine the organization of all Government agencies to effectu- 
ate necessary changes. On July 1, 1950, in accordance with sections 1 and 2 of 
the Reorganization Plan No. 18, 1950 (64 Stat. 1270; 5 U. S. CG. 1382-15 ), 
all functions with respect to acquiring space in buildings by lease, the arsign- 
ment and reassignment of space including space in Government-owned buildings, 
and the operation, custody, and maintenance thereof were transferred from the 
respective agencies in which such functions were vested to the Administrator 
of General Services. 


92929 __ ke 2 
28333—58— 13 











186 BONNEVILLE PROJECT ACT AMENDMENTS OF 1958 


Pursuant to the above-cited authority and other existing legislation, GSA has 
acquired and now administers leased office space for the Bonneville project 
within the geographical area of the Columbia River system defined in section 8 
of the bill, in the cities of Seattle, Wenatchee, Spokane, and Walla Walla, 
Wash.; Kalispell, Mont.; Eugene and Portland, Oreg., comprising 188,000 
square feet of floor area, at an annual rent cost of $362,910 excluding the cost 
of maintenance, utilities, services, and supplies. 

Section 17 of the bill, as it relates to the proposed transfer of properties 
leased by GSA for the use of the Columbia River power system is in conflict 
with the intent and purpose of Reorganization Plan No. 18 of 1950 to promote 
more economical leasing, better utilization of building space and the more efficient 
operation of Government-controlled office buildings. The fundamental sound- 
ness and economy of a centralized administration has been amply demonstrated 
in terms of reduced costs of housing and the consolidation of agencies into much 
fewer locations since the inception of the plan. Furthermore, Reorganization 
Plan No. 18 and pertinent GSA regulations are applicable to Government- 
owned corporations and, unless there are circumstances of which GSA is un- 
aware, we can perceive of no valid reason why the space requirements of the 
proposed Corporation should be treated in a manner different from that of any 
other Government corporation. 

For these reasons GSA is opposed to the inclusion of that portion of section 
17 of S. 3114 which affects the operations and functions of this agency. There- 
fore, it is recommended that the words on page 31, line 5, “and the Adminis- 
trator of General Services” and the words ‘or the General Services Admin- 
istrator” on page 33, line 7, be stricken from the bill. 

The fiscal effect of the enactment of this measure cannot be readily ascer- 
tained. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to your committee. 

Sincerely yours, 
FRANKLIN FLOETE, Administrator. 


UNITED STATES CIVIL SERVICE COMMISSION, 
Washington, D. C., May 20, 1958. 
Hon. DENNIS CHAVEZ, 
Chairman, Committee on Public Works, 
United States Senate, Washington, D. C. 

DEAR SENATOR CHAVEZ: This is in reply to your request of February 5, 1958, 
for the Commission’s views on 8. 3114, a bill to amend the Bonneville Project 
Act in order to establish the Columbia River Development Corporation. 

Since the basic purpose of the bill is not within the administrative concern of 
the Commission our comments are limited to the personnel provisions. 


COMPENSATION FOR MEMBERS OF THE BOARD 


7 


Section 3 amends subsection (a) of section 2 of the act of August 20, 1937, to 
provide for the establishment of a Board of Directors for the Corporation. 
Compensation at the rate of $20,000 per annum is provided for the members 
of the Board. This salary is consistent with that provided by the Federal 
ixecutive Pay Act of 1956 (70 Stat. 738) for members of other independent 
boards and commissions. That act, however, provides a rate of $20,500 for the 
chairmen of such boards and commissions. We suggest that it would be appro- 
priate to provide the same rate for the Chairman of the Board of Directors of 
the Columbia River Development Corporation. 

The following addition to the first sentence of the amendment of subsection 
(a) of section 2 of the act of August 20, 1937, would accomplish this: “Except 
that the Chairman shall receive compensation at the rate of $20,500 per 
annum.” 

COMPENSATION OF ADVISORY COUNCIL MEMBERS 


Section 14 of the bill amends section 9 of the act of August 20, 1937, so as 
to provide for the estabilshment of an advisory council. With respect to the 
compensation of its members, the bill provides that those “who are not State 
or Federal officials shall receive such reasonable compensation as the Corpora- 
tion may determine when actually engaged in the performance of their duties.” 
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Legislation creating advisory bodies usually sets a maximum limit on the 
compensation of their members. Fifty dollars a day is the most common rate 
provided. We suggest revision of the bill to provide such a limit for members 
of this advisory council. 

The following phrase inserted between the words “determine” and “when” 
in line 13 of page 21 of the bill would accomplish this: “but not to exceed 
$50 per day”. 


EXEMPTION FROM THE CLASSIFICATION ACT AND OTHER LAWS 


The amendment to section 10 (a) of the act of August 20, 1937 (sec. 15 of 
the bill) provides that the Corporation shall be subject to the “civil-service 
laws and the Veterans’ Preference Act of 1944, as amended,” but shall not 
be subject to the Classification Act “or any other law, rule, or regulation re- 
lating to Government employment.” 

It is the view of the Civil Service Commission that both the exemption from 
the Classification Act and the broad exemption from “any other law, rule, or 
regulation relating to Government employment” are inappropriate. 

In our opinion, employees of the proposed Corporation should be paid in 
accordance with the Classification Act of 1949, as amended, as are employees 
of most other agencies of the executive branch of the Federal Government. 
Employees of the existing Bonneville Power Administration are paid in ac- 
cordance with the Classification Act. 

Those particular categories of employees such as trades and crafts employees 
which should not be subject to the Classification Act will be excluded by sec- 
tion 202 of the act itself. In our opinion, the proposed exemption of all em- 
ployees of the Corporation from the Classification Act will further complicate 
Federal salary administration and could lead to unjustified differences between 
the pay for jobs in this agency and the pay for similar jobs in neighboring 
activities of other Federal agencies. 

The broad exclusion of employees from ‘any other law, rule, or regulation 
relating to Government employment” will exempt the agency from a number 
of laws which apply generally to agencies of the executive branch of the Gov- 
ernment. It will, for example, exempt the agency from the Federal Employees 
Pay Act of 1945, as amended, which governs premium pay and work schedules 
for white-collar employees. It would also exempt employees from the pro- 
tection of the Lloyd-La Follette Act. Such an exclusion can lead to other 
unjustified differences in treatment of Federal employees. 

We suggest further that in the interest of consistent treatment of Federal 
agencies this section should be revised to provide for employment of experts 
and consultants as authorized by section 15 of the act of August 2, 1946 (5 
U. 8S. C. 55a) at rates not to exceed $50 per diem for individuals. 

We suggest to accomplish this purpose : 

1. Elimination of the phrase “subject to the civil-service laws and the Vet- 
erans Preference Act of 1944, as amended, and without regard to the Classi- 
fication Act of 1949, as amended, or any other law, rule, or regulation reltaing 
to Government employment.” 

2. The insertion of the following sentence in line 5 of page 22: “The Cor- 
poration is authorized to employ experts and consultants in accordance with 
section 15 of the act of August 2, 1946 (5 U. S. C. 55a) at rates not to exceed 
$50 per diem for individuals.” 


AUTHORITY TO DEAL COLLECTIVELY 


Section 10 (a) also grants the Corporation the authority to deal collectively 
and enter into written or oral contracts with the representatives of its em- 
ployees. We have no objection to this provision. The Bonneville Power Ad- 
ministration now has such authority and does deal collectively with its blue- 
collar employees. We suggest, however, that the word “agreements” be sub- 
stituted for the term “contracts” since this more accurately describes the char- 
acter of existing labor-management agreements in the Federal service. 


RETIREMENT 


The final paragraph of section 15 of the bill (proposed sec. 10 (f) of the 
Bonneville Project Act) deals with the contributions the proposed Columbia 
River Development Corporation would make to the civil-service retirement and 
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disability fund to cover the Government’s share of retirement system costs 
applicable to its employees. 

Section 4 (a) of the Retirement Act requires each agency, from and after 
July 1, 1957, to pay into the retirement fund sums equal to its employees’ re- 
tirement deductions (now 6% percent). The bill requires that the Corporation 
pay not only these regular matching employer contributions, but sufficient addi- 
tional sums based on Commission annual billings to cover the excess of the 
total normal cost rate of the retirement system over the employee and em- 
ployer payments. The Corporation would also be required to pay into the 
Treasury as miscellaneous receipts that portion of administrative retirement 
costs attributable to its employees, as determined by the Commission. 

We concur in this feature which is in line with the President’s recommenda- 
tions in his 1958 budget message on budget and account controls over Goy- 
ernment corporations and parallels statutory requirements fixed for other 
entities operating on a self-sustaining basis. 

With the amendments suggested above the Commission has no objection to 
the provisions of S. 3114. 

The Bureau of the Budget has advised us that it has no objection to the 
submission of this report. 

By direction of the Commission : 

Sincerely yours, 
BERNARD L. FLANAGAN, 
Acting Chairman. 


SPOKANE CHAMBER OF COMMERCE, 
Spokane, Wash., May 19, 1958. 
Senator Rosert S. Kerr, 
Senate Office Building, 
Washington, D.C. 

Dear SENATOR Kerr: The Spokane Chamber of Commerce is extremely con- 
cerned over the creation of a Federal Corporation to control the Columbia River 
Basin ; consequently, the chamber is opposing Senate bill 3114. 

Our opposition is being expressed to Senator Neuberger, and we plan on 
having a statement in opposition presented at the hearings. 

A copy of the statement is enclosed for your perusal. We are also sending 
a copy to Mr. Sedillo, chief clerk of the Public Works Committee. 

Yours sincerely, 
L. W. MARKHAM, General Manager. 


STATEMENT BY THE SPOKANE CHAMBER OF COMMERCE TO THE PUBLIC WORKS 
COMMITTEE, UNITED STATES SENATE, ON SENATE BILL 3114 


The Spokane Chamber of Commerce urges the rejection of S. 3114. 

This civic organization in the heart of the Columbia River Basin makes no 
attempt here to present to the Public Works Subcommittee, at this time, a 
detailed analysis of the far-reaching changes in Federal water-resource devel- 
opment policies which are actually proposed or implied by this bill. 

The chamber is convinced, however, that many of the powers which this bill 
would vest in the proposed Columbia River Development Corporation are ques- 
tionable, and that the proposed delegation of congressional powers to such a 
corporation is decidedly objectionable. 

This bill would place regional hydro power development in the Pacific North- 
west almost entirely in the Corporation, which would be substantially beyond 
control of the people of this area, and the Congress in which this area is repre- 
sented. The bill would jeopardize individual and State rights, and would 
penalize existing and future local private enterprise in power development 
and use. 

Furthermore, this bill represents an extension of Federal authority in this 
region at a time when local enterprise, both private and public, has been assum- 
ing increasing responsibility for the power needs of the area, when voluntary 
efforts through the Northwest power pool have been proved satisfactory in the 
coordinated operation of existing projects, and when interstate and interagency 
cooperation promise improvement in providing adequate power for an expanding 
economy. 
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Under this bill the Corporation in 5 years probably would take from estab- 
lished Federal agencies the major portion of their jurisdiction over the plan- 
ning, construction, and operation of Federal water resource projects in the 
Pacific Northwest. 

One of the greatest problems in hydroelectric development in the Pacific 
Northwest States is the discrimination which results from the public preference 
provisions in existing Federal laws. This discrimination is of increasing con- 
cern as between some of the Pacific Northwest States as well as between areas 
within a single State. This problem needs a statesmanlike solution; but S. 
3114 proposes no solution and would merely aggravate the problem. 

While promising “comprehensive development” of the natural resources of 
the Columbia River Basin, this bill—by its emphasis upon power—could lead 
to neglect of the various other vital resource programs involving reclamation, 
fish and wildlife, forestry, river navigation, flood control, and recreation. 

The Spokane Chamber of Commerce reaffirms its support of Federal, State, 
and local cooperation in the public and private development of the power re- 
sources of the Columbia River Basin. It strongly favors continued development 
and conservation of these water and land resources of this area. It finds 
S. 3114 faulty, deficient, and potentially dangerous to the form of representative 
government under which the economy of this region has flourished. 

This statement has been approved by the board of trustees of the Spokane 
Chamber of Commerce as a result of study and recommendations by informed 
chamber members long associated with Northwest water resource policies and 
programs, and long active in the chamber’s Columbia Basin committee. 


L. W. MARKHAM, Secretary. 


PACIFIC NORTHWEST DEVELOPMENT ASSOCTATION, 
Portland, Oreg., May 19, 1958. 
Hon. DENNIS CHAVEZ, 
Chairman, Senate Public Works Committee, 
Washington, D. C. 

Dear SENATOR CHAVEZ: In regard to S. 3114 on which your committee has 
scheduled hearings for May 21, 22, and 23, we desire to record our views on 
this proposed legislation. Since our association believes that our water resource 
conservation and development program here in the Pacific Northwest should go 
forward on a sound, orderly basis, and in a way that will work to preserve our 
check and balance system of government and our private enterprise type of 
economy, we believe this bill, if enacted into law, will not do this, and thus not 
serve the greatest public interest toward sound development. 

We have made a study of this bill, and here are some of the reasons for this 
basie conclusion : 

1. The bill creates a Federal Corporation, controlled by five men, which 
has broad powers and control over the water resources in the States of Oregon, 
Washington, Idaho, and that portion of the Columbia Basin in Montana. A 
portion of Wyoming, Nevada, and Utah are in the Columbia Basin area, but 
have no voice on the Board of this Federal Corporation. The Corporation has 
veto power over all river channel structures, particularly those for diverting 
water for any use in the area over which it has jurisdiction. 

2. The Federal Corporation is a five-man independent Board appointed by, 
and responsible to, the Executive Head of our Central Government. No mem- 
bers of the Board can be removed by the people of the Pacific Northwest States 
over which they have jurisdiction should they become autocratic in carrying 
out their program. 

3. To qualify for an appointment as a member of the Federal Corporation one 
must believe in the feasibility and wisdom of the act, one of the main purposes 
of which is to carry forward a program to promote and develop public ownership 
and operation of the electrical energy industry. This, we believe, is not in 
the interest of preserving our productive private enterprise kind of economic 
system. 

4. The bill gives the five-man Federal Corporation powers greater than the 
regularly established agencies of the Federal Government that have had years 
of experience in conserving and developing our water resources. It makes its 
own rules and policies to carry out the purposes of the act. These powers in- 
clude relaxation of the regular procedure of the appropriative process, and in 
financing its program it can use the revenue from the Federal power business 








190 BONNEVILLE PROJECT ACT AMENDMENTS OF 1958 


to take over, construct, and operate projects, and from below cost bond financing 
using the credit of the Federal Government, in addition to appropriations from 
Congress. The financial independence of this mammoth Federal corporate 
agency gets it away from effective control by Congress. 

5. In the appointment of the 5 Federal Corporation Directors from the 4 
States termed by the bill as the Pacific Northwest, it would have heavily un- 
balanced control and power as a result of the appointment of Federal corporate 
Directors selected from upstream or downstream States, as desired by the ap- 
pointing executive officer, with the States of Wyoming, Nevada, and Utah having 
no voice on the control board. 

6. The five-man Federal Corporation with its takeover provisions and broad 
powers, including the Bonneville Act of 1937 retained power preference laws, 
could if it so desired, take over or crowd out of production any utility they 
wanted and needed to carry out the purposes of the act as the directors interpret 
it. Since to qualify for appointment as one of the Federal Corporation Directors 
one must be a believer in the promotion of public ownership of this industry, 
it seems only logical to conclude, based on the methods used by public ownership 
advocates during the past two decades, that the privately owned utility industry 
would be relatively short lived in the area over which the Federal Corporation 
has jurisdiction. 

7. The creation of this Federal Corporation which would take over Federal 
utility property valued at $1% billion with the added requirements of this indus- 
try estimated upward to $12 billion for the foreseeable future, would result in a 
tremendous concentration of economic and quasi-political power in control of 
this independent agency of the executive branch of the Federal Government. 
We believe with the broad educational and propaganda opportunities that would 
result from this creation, together with its effect on public opinion and those in 
control of government, this would result in the creation of an economic and 
quasi-political power that would be extremely dangerous not only to our private 
enterprise type of economy, but our check and balance system of representative 
government. Should it get in the hands of a ruthless political machine, it could 
be the end of our representative form of free government. 

It is our contention that we already have plenty of agencies that are able, 
willing, and ready under our present system to finance and construct needed 
energy-producing projects when afforded the opportunity to do this, and as the 
way is cleared by existing agencies and Congress where its action is needed to 
permit them to go ahead and do the job. The Federal and non-Federal agencies 
with their coordinated efforts working through the Columbia Basin Interagency 
Committee with State and local interests, have demonstrated this can be done in 
a creditable manner. This kind of local autonomy, as it continues to improve 
its coordinating and planning methods, provides, we believe, the safest and 
soundest water resource planning and use methods for us here in the Pacific 
Northwest. 

We, therefore, believe the passage of S. 3114 is not for the greatest public 
interest of the citizens of this region, and we hope you will recommend against 
its enactment. 

Yours sincerely, 
DANIEL B. Nose, Secretary-Manager. 


DEPARTMENT OF THE ARMY, 
May 21, 1958. 
Hon. DENNIS CHAVEZ, 
Chairman, Committee on Public Works, 
United States Senate. 


DEAR Mr. CHAIRMAN: Reference is made to your request for the views of the 
Department of the Army with respect to S. 3114, 85th Congress, a bill to amend 
the Bonneville Project Act in order to establish the Columbia River Development 
Corporation. 

This bill would establish a Government corporation known as the Columbia 
River Development Corporation which would be authorized to acquire, construct, 
operate, maintain, and improve in the Pacific Northwest such hydroelectric proj- 
ects or other power-producing facilities as may now or hereafter be authorized by 
the Congress, and to dispose of all electric energy generated in the operation of 
Federal hydroelectric projects and other power facilities in the Pacific Northwest. 
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In carrying out those responsibilities, the corporation would be authorized and 
directed to provide, construct, operate, maintain, and improve such electric 
transmission lines and substations, and facilities and structures appurtenant 
thereto, as it find necessary, desirable or appropriate, The corporation would 
also be authorized to carry out activities necessary or appropriate for ths gene- 
ration of electric energy, including contracting or arranging for the purchase or 
exchange of electric energy, for the use of transmission facilities and for the 
purchase, exchange, sale, storage or release of water, incident to the generation, 
transmission and disposition of electric energy produced at both Federal and 
non-Federal projects. 

In order to carry out the purpose of the bill and to promote the unified and 
orderly development of the Columbia River Basin through the timely construc- 
tion of multiple-purpose projects for the improvement of navigation, control 
of floods, irrigation and reclamation, power, and other purposes, the financial 
feasibility of which depends upon the sale of electric energy, the corporation 
would be responsible for preparing and presenting to the Congress advance 
programs for construction of such projects and other facilities as will meet the 
anticipated net power requirements of the Pacific Northwest. This advance 
program would be revised annually and submitted with the budget program of 
the corporation. 

Prior approval would be required by the corporation, in addition to any other 
approval required by law, of the construction, operation, or maintenance of 
any dam or appurtenant work affecting in any manner the present or future 
construction, operation or maintenance of water-control structures on the 
Columbia River or its tributaries. The corporation could, upon authorization 
by the President, make necessary arrangements to assure coordination of its 
activities with those of the Governments of Canada, British Columbia, or any 
agency of either, with respect to the utilization of water resources within 
Canada or the United States which affect waters in the other country. 

At such time or times after the corporation is established as the President 
may determine that more efficient management, a reduction in expenditures or 
efficiency of operations will be promoted thereby, the Secretary of the Interior, 
the Secretary of the Army, and the Administrator of General Services would be 
authorized and directed to transfer to the corporation all property and any 
interest therein, contracts, accounts receivable and other assets constituting a 
part of or held for use and benefit of the Columbia River power system as de- 
fined by the bill. 

Activities of the corporation would be financed by the issuance of negotiable 
interest-bearing obligations secured by a pledge of the Corporation’s revenues. 
The rate of interest is specified as 24% percent per annum. The Secretary of 
the Treasury would be authorized and directed to purchase any obligations of 
the Corporation issued in accordance with the bill. The obligations would be 
repaid over a period of 50 years except that all costs allocated to purposes other 
than power would be applied as a credit on payments due the United States. 
The Corporation would allocate project costs among the various purposes 
served. 

The purposes to which costs of water-control projects could be allocated unless 
Congress specifically authorized allocations to other purposes would be (1) 
generation, transmission, and disposition of electric energy; (2) reclamation; 
(3) domestic, municipal, or industrial water supply; (4) flood control; (5) 
navigation; (6) preservation and propagation of fish and wildlife; (7) recrea- 
tion development; (8) pollution control or abatement; (9) watershed manage 
ment; and (10) other purposes, if any, to which costs of Federal water-control 
projects may be allocated under the provisions of Federal laws applicable to 
such Federal water-control projects. Such allocations would be final upon ap- 
proval by the President. 

Thus, the bill would establish a Government corporation, invest it with a 
publie utility responsibility, and provide it with the legal authority and means 
to acquire, construct, operate and maintain power generating projects and 
facilities, both hydroelectric and thermal, together with essential transmission 
and distribution facilities to meet the anticipated net power requirements of the 
Pacific Northwest as determined by the Corporation, with low interest rate 
Federal capital. The bill would give the Corporation very broad powers rela- 
tive to the development and management of the water resources of the Columbia 
Basin region. It could assume initially the planning, and subsequently the con- 
struction, operation, and maintenance of all multiple-purpose projects with 
power, and thus take over or duplicate the substance of the civil works activities 
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of the Corps of Engineers in the Pacific Northwest as well as those of other 
agencies of the Federal Government. 

The development of the water resources of the Columbia Basin for various 
purposes, including the development of the hydroelectric power potential, has 
heretofore been largely planned and executed by established Federal agencies 
operated on a national scale under programs and projects affirmatively approved 
by the Congress, and by non-Federal public and private interests. These pro- 
grams have been thoroughly correlated among the Federal, State, and interested 
agencies under existing laws and procedures, and under those laws and proce- 
dures great strides have been made since the close of World War II. With due 
consideration for the other needs for available funds, including the needs of 
other areas of the country, in the Pacific Northwest 12 Federal multipurpose 
projects costing in excess of $1,250 million and having an installed electric gen- 
erating capacity of over 4 million kilowatts have been completed or are well 
under way. Concurrently, private and non-Federul interests are investing over 
$600 million in 10 projects completed or under construction with a generating 
capacity of over 3 million kilowatts. 

This effort has kept pace with requirements for power, and the Corps of Engi- 
neers is now completing a comprehensive plan, prepared in close collaboration 
with all other Federal and State resource agencies, for further multiple-purpose 
development of the region’s water resources, which will provide the framework 
within which additional projects can be constructed to meet anticipated require- 
ments for all water uses including power. Furthermore as indicated above, 
interagency administrative machinery, which involves cooperation with State 
and private interests, is now in existence to deal with problems of operation. 

Comprehensive development of the water resources of the Columbia River and 
tributaries is essential to the Nation’s well-being and security. In view of the 
progress that has been made, however, there is a serious question whether change 
to a new procedure is desirable. Whether such development can best be accom- 
plished by existing agencies responsible for such activities throughout the Nation 
or by a newly created corporation such as the Columbia River Development 
Corporation as proposed in 8S. 3114 is a major question of policy for the Congress 
to decide. 

Also, the bill as presently drafted includes provisions that involve basic na- 
tional policy considerations which deserve the careful attention of Congress. 
Some of these are discussed further in subsequent paragraphs. 

In effect, the resources of the Federal Treasury to the extent necessary would 
be available to support the development of power and related water-resource 
improvement projects without regard to other needs for available funds in this 
basin or in other regions of the United States, including needs relative to na- 
tional security. If the funds required for power and related resource develop- 
ments in all regions of the United States and for other needs were provided in 
a similar manner, the rate of accomplishment in any one basin or for any partic- 
ular need would again become limited by available funds for all needs. Also, 
the control vested in the Corporation over water-resource development together 
with the availability of low-interest rate Federal funds as contemplated could 
minimize non-Federal development of power supply sources. In this connection, 
it may be noted that substantial amounts of thermal power will have to be 
provided in the foreseeable future if the estimated growth of power needs is to 
be met. The bill implies that such additional thermal power would be provided 
by the Corporation. 

The bill as drafted would permit all costs allocated to purposes other than 
power to be nonreimburseable Federal costs since sych costs which are paid by 
the Corporation would be applied as a credit on payments due the United States 
and there is no limitation on the payment of such costs by the Corporation. 
The purposes involved to which such costs could be allocated are reclamation ; 
domestic, municipal, or industrial water supply ; flood control; navigation: pres- 
ervation and propagation of fish and wildlife; recreation development; pollution 
control or abatement: watershed management: and other purposes. 

The bill provides that the Corporation would be authorized to make necessary 
arrangements to assure coordination of its activities with those of the Govern- 
ments of Canada, British Columbia, or any agencies thereof. Matters concern- 
ing the utilization of water resources within Canada or the United States which 
affect waters in the other country are now handled in diplomatic channels 
through the State Department. This matter is called to the attention of the 
committee in view of the possible duplication of effort which could result from 
this provision of the bill. 
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The fiscal effects of this legislation are not known to this Department. 
The Bureau of the Budget advises that there is no objection to the submission 
of this report. 
Sincerely yours, 
WILBER M. BRUCKER, 
Secretary of the Army. 


DEPARTMENT OF THE TREASURY, 
May 21, 1958. 
Hon. DENNIS CHAVEZ, 
Chairman, Committee on Public Works, 
United States Senate, Washington, D.C. 

My Dear Mr. CHAIRMAN: Reference is made to your request for the views of 
this Department on 8. 3114, to amend the Bonneville Project Act in order to 
establish the Columbia River Development Corporation. 

The bill relates to functions and responsibilities which are of primary concern 
to agencies other than the Treasury and we have no comment to make as to the 
general merits of the proposed legislation. However, the Department has the 
following comments to make with respect to the financing provisions of the bill: 

(1) It is recommended that the proposed section 11 (b) (8) of the Bonne- 
ville Project Act be eliminated from the bill and that the authority of the Sec- 
retary of the Treasury under the proposed section 11 (c) (4) to purchase 
obligations of the proposed Columbia River Development Corp. be made dis- 
cretionary. ‘To establish a 21%4 percent interest rate on obligations of the Cor- 
poration and to make the purchase of such obligations by the Secretary of the 
Treasury mandatory would preclude financing from private sources since it 
would not be possible at the present time to sell obligations bearing that inter- 
est rate in the market. Also, the proposed rate is below current Treasury long- 
term borrowing costs so that any obligations purchased by the Treasury would 
involve a Federal subsidy to the Corporation. Hence, the fixed interest rate 
provision should be deleted and specific language included to authorize the 
Corporation to sell its obligations in the market. 

(2) It is recommended that proposed sections 11 (b) (6) and 11 (¢) (1)-(8) 
of the Bonneville Project Act be deleted from the bill. The authority that would 
be given by those sections to the Corporation with respect to the issuance of its 
obligations would render approval by the Secretary of the Treasury a matter of 
routine. The elimination of the sections would place the Corporation in the same 
position with respect to the issuance of obligations as other wholly owned Gov- 
ernment corporations under the Government Corporation Control Act. 

The Department has been advised by the Bureau of the Budget that there is 
no objection to the submission of this report to your committee. 

Very truly yours, 
JULIAN B. Batrp, 
Acting Secretary of the Treasury. 


UNITED STATES ATOMIC ENERGY COMMISSION, 
Washington, D. C., May 20, 1958. 
Hon. Ricnarp lL. NEUBERGER, 
Committee on Public Works, United States Senate. 

DEAR SENATOR NEUBERGER: This is in reply to your letter of May 9, 1958, in- 
viting the Atomic Energy Commission to present testimony regarding S. 2206 and 
S. 3114. You indicated that such testimony might be presented in the form of a 
written statement for inclusion in the printed record of hearings to be held by 
the Senate Public Works Subcommittee on Rivers and Harbors on May 21, 22, 
and 23. Although we have had a somewhat limited time in which to obtain 
detailed staff review of these bills and their possible impact upon the Commis- 
sion, this letter is intended to serve as our written statement. 

In your letter you listed three specific subjects as to which you feel our 
comments would be helpful to the subcommittee. However, before directing our 
attention to the subjects enumerated, we should like to comment briefly upon 
one aspect of the bills themselves. 

As we understand 8S. 2206, it would authorize the Bonneville Power Adminis- 
trator to establish a schedule of priorities for industrial uses of Bonneville 
power in the Pacific Northwest. However, the statutory preference and prior- 
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ity for public bodies and cooperatives would be retained. In view of this, we 
assume that this bill, if enacted, would in no way affect the priority preference 
which the Commission currently enjoys with respect to its power requirements 
at the Hanford project, and that we would be accorded similar priority treat- 
ment with respect to any future requirements. We also understand that enact- 
ment of 8. 3114 would similarly leave our position unaltered in this regard. 
If our understanding in this regard is correct, enactment of these bills, or 
either of them, would not adversely affect the Commission’s operations. 

We might say further that one of the critical requirements for operation of 
the Hanford plant is a high priority supply of electric power in quantity that 
has grown since inception of the plant to a current demand totaling upwards 
of 300 megawatts. So far as we can see now, our future plans for operation 
of the Hanford complex will include reliance upon the Bonneville system for 
power in this quantity and on the same priority basis we have previously 
enjoyed. 

With respect to the three specific subjects enumerated in your letter, we offer 
the following comments (numbered as in your letter) : 

1. The availability of low-cost power was not an influencing factor in the 
selection of the Hanford site by the Manhattan District, Corps of Engineers, 
for location of a plutonium production complex. Quoting from the Manhattan 
District history books, the principal need was for “A large area, sufficiently iso- 
lated from centers of population, with readily available sources of water and 
power.” On the specific criterion of electric power, the history book relates: 
“A dependable source of electric power capable of supplying at least 100,000 
kilowatts would be necessary for driving the pumps required to circulate the 
large quantities of water and for the other necessary electrical equipment. 
A site near a source capable of supplying this added power to the production 
areas with a minimum of construction would be preferred in order to avoid 
unnecessary expense and use of critical materials.”” No mention is made in the 
project history, either before or after selection of the site, of the cost of electric 
power. 

2. The annual cost of electric power is only a small fraction of total direct 
annual Hanford plant operating costs, being in the order of 5 percent. Thus, 
while low-cost power certainly contributes toward economies in operation, 
power cost is not a controling cost element in the manufacture of plutonium 
such as it is in the production of U-235 at our gaseous diffusion plants. 

3. The low price paid for power furnished to the Hanford plant by Bonneville 
and the high degree of reliability of this power source combine to make eco- 
nomically unattractive the onsite generation of power from alternate conven- 
tional energy sources such as coal or natural gas. Regarding the onsite 
generation of atomic power, as you are aware studies have been made of the 
possibility of generating byproduct electric power along with the manufacture 
of plutonium in a so-called dual-purpose reactor, with the objective of an overall 
lower cost of producing the weapons material than from a_ single-purpose, 
plutonium-only reactor. The principal justification for any new facilities, either 
single or dual purpose, would depend upon additional military requirements 
for plutonium. Even should a dual-purpose unit be built at Hanford, its pri- 
mary function would be the production of plutonium for weapons; thus produc- 
tion would have priority over the generation of electric power. This, together 
with the early stages of the art of nuclear reactors, could result in numerous 
unscheduled shutdowns. 

Accordingly, the value of such power as a Substitute for that furnished from 
the Bonneville system would be questionable since its reliability could not be 
determined with any degree of assurance. Currently, therefore, there appear 
to be no prospects for the provision of power generating facilities at Hanford 
which could justify release of the Hanford powerload for distribution to other 
Bonneville customers. 

I trust that these comments will fulfill the needs for the subcommittee. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of these comments. 

Sincerely yours, 


K. E. Fretps, General Manager. 





n 
d 
Le 
ic 


et 
8, 
n, 
m 





BONNEVILLE PROJECT ACT AMENDMENTS OF 1958 195 


FEDERAL POWER COMMISSION, 
Washington, May 20, 1958. 


Subject: S. 3114, 85th Congress, 2d session, to amend the Bonneville Project 
Act in order to establish the Columbia River Development Corporation. 


Hon. DENNIS CHAVEZ, 
Chairman, Committee on Public Works, 
United States Senate, Washington, D.C. 


DeaR Mr. CHAIRMAN: In response to your request of February 5, 1958, there 
are enclosed copies of the report of the Federal Power Commission on the 
subject bill. 

Sincerely yours, 
JEROME K, KUYKENDALL, Chairman. 


FEDERAL PowEeR COMMISSION Report on S. 3114, 85rH CoNGREsS, A Britt To 
AMEND THE BONNEVILLE Progect AcT IN ORDER TO ESTABLISH THE COLUMBIA 
RIVER DEVELOPMENT CORPORATION 


This bill, known as the Bonneville Act Amendments of 1958, would amend the 
Bonneville Project Act of 1987 (50 Stat. 731) by setting up a public corporate 
body to be known as the Columbia River Development Corporation (Corpora- 
tion). That body would be vested with primary responsibility for Federal 
power production transmission, and marketing operations in the Pacific North- 
west region. (The Pacific Northwest is defined in sec. 8 of the bill as the area 
comprising the States of Washington, Oregon, and Idaho and that part of the 
State of Montana which is within the Columbia River Basin.) 

The bill states that the Corporation shall be subject to the direction and super- 
vision of the President or the head of such agency as he may designate, and 
that management shall be vested in a board of five full-time directors appointed 
by the President, by and with the advice and consent of the Senate. The 
Chairman of the Board would be designated by the President. 

Section 2 of: the bill would direct any Federal agency operating power-pro- 
ducing facilities in the Pacific Northwest to deliver, upon request of the Corpo- 
ration, the electric energy not required for project operations to the Corporation 
for disposition in accordance with the terms of the proposed legislation. 

Section 3 of the bill, among other things, would authorize the Corporation 
“to acquire, construct, operate, maintain, and improve in the Pacific Northwest 
such hydroelectric projects or other power-producing facilities as may now or 
hereafter be authorized by the Congress” and “to dispose of all energy generated 
in the operation of Federal hydroelectric projects and other power facilities in 
the Pacific Northwest.” 

Under sections 3 and 12 of the bill the Corporation would be authorized and 
directed to prepare for presentation to the President and the Congress advance 
programs for construction of hydroelectric projects and other facilities as will 
meet the anticipated net power requirements of the Pacific Northwest. 

Section 17 contemplates that the Secretaries of the Army and the Interior 
and the Administrator of General Services would transfer to the Corporation all 
facilities and interests relating to the Columbia River power system. (That 
power system is defined in sec. 8 as all facilities and properties of the Bonne- 
ville Power Administration and all Federal hydroelectric projects now or here- 
after constructed in the Pacific Northwest, excluding such specific nonpower 
facilities as do not constitute an integral part of any power dam or are not 
necessary for the operation of the project for the generation of power.) 

The encouragement and facilitation of programs for the conservation, mul- 
tiple-purpose development, and improvement of water resources within the 
Pacific Northwest region is unquestionably in the general public interest and 
vitally important to the well-being of this vast area and of the Nation gen- 
erally. The Federal Power Commission is sympathetic with these purposes 
and objectives and recognizes that they cannot be realized without full under- 
standing and continuing cooperation between the United States and the State 
and local interests directly involved. : 

Several Federal agencies have for many years been assigned duties in con- 
nection with water resources activities within the Pacific Northwest region, and 
we fully recognize that the coordination of these various activities presents a 
difficult organizational problem. This is particularly true in view of the fact 
that such activities should be carried out within the framework of sound nation- 
wide policies with respect to such important matters as project evaluation, cost 
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allocation, financing, repayment, rate regulation, in-lieu tax payments, and head- 
water benefit payments. It may be contended that the establishment of various 
regional corporations or authorities of the type contemplated in this bill would 
not be most conducive to the formulation and effective administration of these 
aspects of national water resources policy. At any rate, whether future Pacific 
Northwest water power resources planning and development should be carried 
out under the aegis of existing agencies responsible for such activities through- 
out the Nation or by a newly created Government corporation such as the pro- 
posed Columbia River Development Corporation, poses a major question of 
legislative policy for the Congress to decide. Accordingly the Commission does 
not presume to make any recommendation with respect to the wisdom of adopt- 
ing such a policy. However, it appears appropriate on the basis of our ex- 
perience in the licensing of non-Federal hydroelectric projects and in the plan- 
ning of Federal projects to offer comments and recommendations with respect to 
certain provisions of the bill which would directly affect the functions of this 
Commission or which relate to the possible effectiveness and success of the 
measure. 

It is apparent from the provisions of this bill that it would assign to the 
Corporation primary Federal responsibility for the planning, construction, and 
operation of Federal and non-Federal water resources projects and facilities 
within the Pacific Northwest. In this connection, it should be noted that before 
the plans and programs are finally formulated by the Corporation and sub- 
mitted to the President and the Congress they are to be submitted to the State 
governors concerned and the Secretaries of the Interior and the Army for com- 
ments. However, it is not clear how the existing functions of other Federal 
agencies, including the Federal Power Commission, relating to Federal and non- 
Federal water power development could be continued effectively if the bill were 
enacted. 

Section 7 (b) of the Bonneville Act, as it would be amended by section 12 of 
the bill, would prohibit construction of dams and appurtenant works by either 
Federal or non-Federal entities in the Columbia Basin without approval by the 
Corporation of the plans therefor. The same subsection further provides that 
the requirement that the plans for such dams be approved by the Corporation 
shall not be a substitute for but shall be in addition to “the requirements of any 
other law of the United States or of any State, now in effect or hereafter 
enacted. * * *” 

Subsection (g) requires the Corporation, in carrying out the provisions of the 
bill, to proceed in conformity with the laws of any State relating to the control, 
appropriation, use, or distribution of water used in irrigation, or any vested right 
acquired thereunder. 

Areas of conflicting jurisdiction would unquestionably result from these pro- 
visions, particularly from the provision prohibiting construction of power facil- 
ities under authority of a Federal Power Commission license unless approved 
by the Corporation and also by the operation of State laws which might be 
construed to limit or restrict the licensing authority of the Federal Power Com- 
mission contrary to the long-established principle of Federal supremacy in the 
field of planning and execution of water resources programs. This principle 
has been demonstrated over many years of actual experience and has been 
recognized legislatively by extensive enactments of Congress, including the 
Federal.Power Act. 

The role of the Federal Power Commission with respect to water resources 
development is defined and limited by congressional enactments. The licensing 
function, which is the Commission’s oldest activity, dates back to the Federal 
Water Power Act of 1920, now part I of the Federal Power Act. Pursuant to 
that authority the Commission issues licenses to non-Federal interests, includ- 
ing citizens, corporations, States, and municipalities, authorizing the construc- 
tion, operation, and maintenance of water power projects on Government lands 
and on streams over which the Congress has jurisdiction. It may also issue 
licenses to such non-Federal interests for the purpose of utilizing the surplus 
water or waterpower from.a Government dam. Licenses are issued under the 
Federal Power Act only if, in the judgment of the Commission, the proposed 
project is best adapted to a comprehensive plan for the development and utili- 
zation of the water resources of the region involved for all public purposes. 

Such licenses are issued for fixed periods not exceeding 50 years and con- 
tain terms and conditions which protect both the public interest and the li- 
censee. Under the Federal Power Act these licenses, as the Supreme Court 
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has pointed out, can only be issued for projects which conform to national plans 
of development wherein the broad public interests are safeguarded and recog- 
nition is given to the needs of commerce, flood control, waterpower development, 
and other beneficial public uses, including recreational purposes. 

In the first lowa case a situation arose in connection with the laws of the 
State of Iowa which would have precluded construction of a proposed hydro- 
electric project which the Commission was otherwise ready to license. In ruling 
upon the licensing provisions of the Federal Power Act in that case the Supreme 
Court stated that those provisions were “the outgrowth of a widely supported 
effort of the conservationists to secure enactment of a complete scheme of na- 
tional regulation which would promote the comprehensive development of the 
water resources of the Nation, insofar as it was within the reach of the Federal 
power to do so instead of the piecemeal, restrictive,-negative approach of the 
River and Harbor Acts and other Federal laws previously enacted.” The de- 
tailed provisions of the Power Act, the Court said, leave no room or need for 
conflicting State controls (First Iowa Cooperative v. Federal Power Commis- 
sion, 328 U. S. 152, 180-181 (1946) ; see also United States v. Appalachian Elec- 
tric Power Co., 311 U. 8. 377, 404, 405 (1950) ). 

By giving the affected States, acting through the proposed Corporation, a 
potential veto power over Federal Power Commission licenses for hydroelectric 
projects within their boundaries, the bill could within the Pacific Northwest 
region render nugatory the licensing scheme of the Federal Power Act which 
has been effective for more than 35 years. This is not to say that there are 
not proper spheres of control which may and should be exercised by the respec- 
tive States, for the Federal Power Act already gives recognition to the de- 
sirability for integrated rather than duplicating Federal and State controls. 
Section 27 of the act protects vested rights acquired under State law for the 
control, appropriation, use, or distribution of water in irrigation or for munic- 
ipal or other uses of the same nature. And there are other State laws with 
which a licensee must comply and for which the Commission may call for a 
showing under section 9 (b) of the Federal Power Act, as stated in First Iowa 
Cooperative v. Federal Power Commission, supra, at page 180. Also, as the 
Supreme Court has held, licensees are required to conform to State proprietary 
laws in addition to securing a license under the Federal Power Act before they 
ean lawfully use the waters of even navigable streams (Federal Power Com- 
mission v. Niagara Mohawk Power Co., 347 U. S. 239 (1954)). But under 
existing law these matters under State control can not stop the construction 
of a licensed project nor give the States a veto power as would be permitted 
under this bill. 

Questions were raised as to the authority of the Federal Power Commission 
to issue licenses for hydroelectric projects on the Cowlitz and Deschutes Rivers 
in the States of Washington and Oregon which would be in conflict with State 
laws for the protection of fish. The licensing provisions of the Federal Power 
Act were upheld by the United States Supreme Court in the case of a project 
on the Cowlitz River affecting the interests of interstate commerce (State of 
Washington, et al. v. Federal Power Commission, 207 F. 2d 391 (C. A. 9, 1953), 
certiorari denied, 347 U. 8S. 936 (1954)). With respect to the Deschutes River 
the Supreme Court in the case of Federal Power Commission v. Oregon, 349 
U. S. 435 (1955) applied the principle of Federal supremacy which it had many 
times previously stated. In so doing, the Court held a Federal Power Act 
license valid notwithstanding the failure of the power company to secure au- 
thority from the State of Oregon. In that case the only basis of Federal juris- 
diction asserted over the waters was the ownership by the United States of 
lands involved. The Supreme Court said that this proprietary interest of the 
United States included a right to use or dispose of the unappropriated waters 
of a nonnavigable stream flowing across reserved Government lands. No 
vested water rights were involved, for it was recognized by the Court that such 
rights are adequately protected by the provisions of section 27 of the Federal 
Power Act, referred to above. Nevertheless, section 12 (b) of the bill, S. 3114, 
presupposes State authorization before a Federal Power Commission license 
could he utilized in a situation similar to either of those in which the above 
decisions were made. 

Under the broad provisions of the Federal Power Act the Federal Power 
Commission has over the years been studying power possibilities on streams 
theovrhout the United States and has accumulated a large volume of basic 
and current data on all segments of the power industry, publicly and privately 
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owned, its capacity, operations, requirements, loads, locations and intercon- 
nections, to which information reference should be made before the design, 
installation and operation of power facilities at particular sites are either ap- 
proved or discarded in the development of the streams within the Pacific 
Northwest region. In addition, Congress has required Federal Power Com- 
mission studies of power problems in connection with flood control develop- 
ments authorized under various Flood Control Acts since 1938. The water use 
and control planned for the Columbia Basin region, as is the case in other areas, 
includes uses of water resources other than for power, which are presently 
the responsibility of the Departments of the Army, Interior, Agriculture, and 
other Federal agencies. In order that effective use may be made of the vast 
amount of data now available in the several Federal agencies and in view of 
their experience in the water resource development field it is recommended 
that the bill be amended to provide for mandatory consultation with and rec- 
ommendation by the Federal Power Commission with respect to the power fea- 
tures of proposed projects and to provide similar consultation with and recom- 
mendation by other interested Federal agencies with respect to the other 
project features involved in the formulation of such plans and programs. 

While the bill would not directly prohibit construction, operation and main- 
tenance of power projects by non-Federal entities under the provisions of the 
Federal Power Act, the power granted to the Corporation by the bill to prepare 
plans and programs and to construct projects and to prohibit their construction 
by non-Federal entities in the absence of approval by the Corporation, could 
nullify this Commission’s licensing functions in the Pacific Northwest and could 
result in all of the water resources of the area being preempted for Federal 
development by the Corporation. We believe such a broad grant of authority 
would be both undesirable and unnecessary and therefore should be avoided 
because the present law fosters and adequately safeguards every public in- 
terest in the development of water resources. In fact, the concept of compre- 
hensive river-basin development is one of the keystones of the Federal Power 
Act and has been a continuing basis for licensing since passage of that act in 
1920 (First Iowa Cooperative v. Federal Power Commission, 328 U. S. 152, 
180-181). Section 10 (a) of the act specifically requires that the project li- 
censed be best adapted to a comprehensive scheme of improvement and utili- 
zation for the purposes of navigation, of water-power development, and of other 
beneficial public uses. Under section 7 (b) of the act, if, in the judgment of 
the Commission the “development of any water resources for public purposes” 
should be undertaken by the United States, the Commission is directed not to 
approve any application for “any project affecting such development.” In such 
case it must make investigations, studies, and reports and submit its findings to 
Congress with recommendations concerning the proposed development. 

Under the Federal Power Act the Commission must give consideration to the 
water-power industry and its relation to other industries, to commerce, and to 
the public demand for power; to the location, capacity, development costs and 
the relation of power sites to markets, to the possibility of utilizing Government 
dams; to determination of the situations under which water-power resources 
should be reserved for Federal development; and what type (run-of-river, 
water storage, peak load or base load) water-power construction would be 
best adapted to comprehensive development in relation to the needs of com- 
merce, navigation, irrigation, municipal water supply, flood control, recreation 
and other uses. Therefore, the method of developing the available water-power 
resources of the Pacific Northwest region and at particular sites therein is 
affected by the general economy of the region, the power loads, and related 
economic factors. Such resources should not be underdeveloped, and it is like- 
wise not good economy to permit undue interference by water-power projects 
with other beneficial public purposes. Congress, after years of experimenting 
with the problem, entrusted the determination of these very important economic 
and technical questions to the Federal Power Commission. The fundamental 
policies of the Federal Power Act have withstood the test of critical examina- 
tion over a long period of years, and the system of administrative licensing 
established thereby has proved to be sound in principle and a vital factor in 
the evolution of an effective Federal policy with respect to. the utilization and 
development of valuable water resources. 

It is therefore recommended that the bill be amended to clearly resolve all 
possible areas of conflict between State and Federal jurisdiction and hetween 
Federal agencies. Specifically, it is recommended that the bill expressly state 
that none of its provisions shall apply or be construed as impairing or modifyirfs 
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any of the provisions of the Federal Power Act. Also, in order to avoid admin- 
istrative confusion and misunderstanding the bill should affirmatively indicate 
what the relationship would be between constructed and authorized projects, 
the plans of existing Federal agencies for new projects, and the plans to be 
developed by the Corporation. In this connection it is noted that the Corpora- 
tion would be expected to coordinate activities of the Governments of the United 
States and Canada with respect to the utilization of water resources affecting 
both countries (p. 5, lines 15-21). Since this function would seem to conflict 
with that of the International Joint Commission established by the Boundary 
Waters Treaty of January 11, 1909, between the United States and Great Britain 
(Treaty Series 548; 36 Stat. 2448), the relationship between the Corporation 
and the IJC should be clarified in the bill. 

Sections 6 and 7 of the Bonneville Project Act now provide that rate schedules 
for the disposition of electric energy produced by that project shall be subject 
to confirmation and approval by the Federal Power Commission, and that such 
schedules shall be based upon an allocation of costs made by the Commission. 
Sections 11 and 12 of this bill would amend sections 6 and 7 of the present 
Bonneville Act to relieve the Commission of these responsibilities for cost allo- 
cation and rate approval, and to vest such functions in the Corporation insofar 
as rates for the sale of power in the Pacific Northwest are concerned. 

In the sound administration of a power system of the type which the Columbia 
River Development Corporation might be expected to acquire, construct, and 
operate, consideration should be given to the question of whether the portion of 
investment to be allocated to the cost of power should be established by an 
agency of the Congress not directly responsible for either construction or 
operation of Federal power projects. If this is provided, the agency making the 
allocations should be required to give due consideration to the recommendations 
of the constructing and operating agency and other interested agencies or 
parties. In this connection the Commission desires to point out that the avail- 
ability of power at the lowest possible cost consistent with carrying the costs 
properly allocable to power development is an important factor in economically 
sound regional development. To this end, accounting control and cost alloca- 
tions are of basic importance not only for the purpose of informing Congress, 
the administrative agencies concerned, and the general public, but also for the 
establishment. of rates which are in accord with the purposes of Congress. 

In authorizing several Federal power projects including the Bonneville proj- 
ect the Congress has found it desirable to have the rates proposed by the 
agency responsible for marketing power reviewed by an independent body which 
is in a position to apply to the sale of such power the same expert and impartial 
judgment as it is required to apply to rate control over privately owned public 
utilities, having in mind, of course, the peculiar problems of public power 
operations. 

For some years Congress has required the Federal Power Commission to make 
cost allocations and review rate schedules in connection with power projects of 
certain Federal agencies under sections 5 and 6 of the Fort Peck Act (52 Stat. 
403), section 5 of the Flood Control Act of 1944 (58 Stat. 887), and other 
enactments. This type of rate control is regarded as a proper and valuable 
safeguard over the rates to be paid by consumers and over the reimbursement 
to the United States which must furnish the money for the capital investment 
in the first instance. We suggest, therefore, that consideration be given to the 
advisability of amending the bill to specifically establish independent regulatory 
authority with respect to these vitally important matters of cost allocation and 
rates. In this connection, it is the Commission’s view that any provisions giv- 
ing it jurisdiction with respect to regulation of rates for the sale of electric 
energy from Federal projects should vest definitive and continuing authority 
with regard to all facets of control, including cost allocations and rates, classifi- 
cations, rules, regulations, practices, contracts, or other agreements or instru- 
ments affecting sales and the recovery of costs to the Federal Treasury, with 
power to initiate review and require compliance with Commission orders, and 
to prescribe appropriate accounting methods and procedures. Furthermore, it is 
to be assumed that such legislation would provide the same procedural safe- 
guards for the Federal instrumentalities, such as opportunity for hearing and 
court review, as are available to non-Federal utilities subject to regulation by 
the Commission under the Federal Power Act. 

As amended by this bill section 7 (a) of the Bonneville Act would direct that 
proposed water-development programs avoid “unnecessary limitations upon the 
multiple-purpose use of such water resources taking into account other pos- 
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sible projects within the area for the development of water power and other 
purposes.” This vague requirement might well tend to result in administrative 
disagreements and litigation in the absence of more precise legislative criteria 
as to what limitations shall be regarded as “unnecessary.” In every case of 
possible conflict between different uses, a decision must be reached as to which 
use or uses shall be made, and in some cases limitations upon other uses are 
necessary to protect the use or uses selected as offering the maximum overall 
benefits. Varying interpretations of the necessity for limitations wou.d un- 
doubtedly result in difficulties in applying the statutory directive, and could 
indeed hamper the development of properly formulated plans for comprehen- 
sive development. It is therefore recommended that the above-discussed lan- 
guage either be stricken or clarified. 

Section 16 of the bill provides for the issuance of revenue bonds by the Cor- 
poration, which must be repaid within a 50-year period and bear interest at 244 
percent per year. Such negotiable interest-bearing obligations would be secured 
by the revenues of the Corporation and could be so issued for the purpose of 
financing the authorized acquisition, construction, improvement, or replacement 
of facilities not otherwise financed from earnings and appropriations. 

The section further provides for the purchase of the Corporation’s bonds by 
the Secretary of the Treasury and requires that the cost of assets acquired by the 
United States allocated to power shall be paid out within a 50-year pericd with 
interest on the unpaid balance at a rate determined as the average interest cost 
on all outstanding marketable interest-bearing obligations of the United States 
Treasury. The Commission believes that it would be more appropriate to fix 
the interest rate on the Federal investment on the basis of the long-term bor- 
rowing rate of the Federal Government at the time the investment is incurred ; 
and that as an alternative for determining that interest rate during years in 
which no long-term bonds were issued, the rate could be determined with rea- 
sonable accuracy on the basis of the rate of Yield at that time on outstanding 
long-term Government bonds. 

The bill, S. 3114, would centralize in the Columbia River Development Cor- 
poration control within the Pacitic Northwest over existing functions of Fed- 
eral agencies, especially the Army Corps of Engineers, the Bureau of Reclama- 
tion, and the Federal Power Commission, which during past years have been 
given increasing responsibilities by Congress in the field of water resources de- 
velopment. Regardless of the advisability of establishing an additional gov- 
ernmental agency for planning and controlling the development of water re- 
sources in the Pacific Northwest region, it would not appear desirable to confer 
upon the Corporation such highly technical responsibilities to supersede or con- 
trol within that region those same technical responsibilities previously assigned 
by Congress to the Federal Power Commission for participation in power de- 
velopment planning, for the issuance of licenses for non-Federal construction 
and operation of hydroelectric plants, and for cost allocation and rate approval 
in connection with various Federal power operations, including those of the 
Bonneville Power Administration. It is our view that the bill, as drawn, would 
bring confusion to the present situation without perceptible commensurate pub- 
lic benefits. 

If this bill is to be enacted we recommend that it be amended in the manner 
discussed herein. 

FEDERAL POWER COMMISSION, 
By JEROME K. KUYKENDALL, Chairman. 


May 17, 1958. 
Hon. DENNIS CHAVEZ, 
Chairman, Public Works Committee, 
Senate Office Building, Washington, D.C. 

DEAR SENATOR: The board of directors of the Ronan Chamber of Commerce 
met on Friday, May 16, to discuss the provisions of 8. 3114, which would create 
a Columbia River Development Corporation and is now under consideration by 
your committee. 

The Ronan Chamber of Commerce is opposed to this proposal for the following 
reasons: 

1. This act does not define specifically the Corporation’s role in regard to In- 
dian treaty rights. Because some of the projects the Corporation might con- 
struct involve the Flathead Indian Reservation and Lake County, the Ronan 
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Chamber of Commerce is vitally concerned that the rights of our Indian neigh- 
bors be protected from arbitrary action by any Federal agency. 

2. The Ronan Chamber of Commerce believes the act would create a Federal 
power agency in direct competition with free enterprise. We believe in free 
enterprise and do not believe it is desirous to have the Federal Government com- 
pete with taxpaying utilities and eventually taking them over in the Pacific 
Northwest. The largest source of tax revenue in Lake County is from a 
private power utility and should we lose this, the tax burden on private enter- 
prise remaining will of necessity be increased. 

3. The Corporation is another layer of government which will be controlled 
by five men who will be neither responsible to the people nor the Congress 
directly. 

4. The Corporation would have a flood-control objective of 600,000 cubie feet 
per second at The Dalles, Oreg. This would mean that the Congress would be 
giving tacit approval to several controversial projects now under study by the 
Corps of Engineers in the review of the 308 report. We fear that approval of 
this act by Congress will mean the imposition of many of these projects on the 
people without regard to local opposition, economic disruption, and social up- 
heavals. We believe the Congress is more responsive to the people’s needs and 
wishes than a corporation will be. 

The Ronan Chamber of Commerce urges you and your committee to reject 
the proposal outlined in S. 3114 in the best interests of the Nation and the 
-acific Northwest. 

Sincerely yours, 
WILLIAM ANDERSON, 
President, Ronan Chamber of Commerce, Ronan, Mont. 





CoLuMBus, NEBR., May 20, 1958. 
Hon. DENNIS CHAVEZ, 
Chairman, Public Works Committee: 

Reference Neuberger bill S. 2206: We believe this bill, while perhaps having 
some merit on a purely local basis in Oregon, would on the other hand seriously 
jeopardize the preference provision of Federal law for publicly owned utilities 
and set a dangerous precedent. Nebraska public power agencies respectfully 
request your committee disapprove this bill. 

D. J. DEBOER, 
Executive Director, Nebraska Public Power System. 


TWIN FALLs, IDAHO, May 20, 1958. 
Hon. DENNIS CHAVEZ, 
Chairman, Senate Committee on Public Works, 
Washington, D. C.: 

“ollowing resolution adopted today at annual meeting of Idaho State Recla- 
mation Association : 

“Whereas there was introduced on January 28, 1958, by Senator Neuberger, 
of Oregon, and others, a bill (S. 3114) entitled ‘A bill to amend the Bonneville 
Project Act in order to establish the Columbia River Development Corporation’ ; 
and 

‘Whereas this bill proposes to set up a corporation in the Northwest with 
far-reaching powers for the construction, operation, and development of water- 
resources projects on the Columbia River and tributaries, including the Snake 
River in Idaho and its tributaries ; and 

“Whereas it would duplicate and in some instances supersede authority 
reposing at present in existing Federal agencies such as the Bureau of Reclama- 
tion, United States Corps of Engineers, and Federal Power Commission, and 
would have a veto power on any projects authorized or recommended by such 
agencies or by any private agencies: and 

“Whereas 8S. 3114 is another in a series of legislative proposals which threaten 
our rights, including water rights; and 

“Whereas the establishing of such a corporation is a thinly disguised sub- 
stitute for a valley authority and, in effect, would constitute a form of Colum- 
bia Valley Authority ; and 

“Whereas the Idaho State Reclamaticn Association, with a membership of 
approximately 140 irrigation districts and canal companies in the Snake River 
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Basin in Idaho with approximately 2 million irrigated acres, has repeatedly 
gone on record as opposing any and all types of valley authorities and wants 
no part of turning control of our resources over to any central authority: Now, 
therefore, be it 

“Resolved, That the Idaho State Reclamation Association, at its annual meet- 
ing in Twin Falls, Idaho, on May 19-20, 1958, is unalterably opposed to S. 3114 
or any similar proposed legislation and urges the Idaho congressional delegates 
to work aggressively for its defeat ; and be it further 

“Resolved, That a copy of this resolution be transmitted to the chairman of 
the Senate Committee on Public Works and to the members of the Idaho delega- 
tion in Congress.” 

Please have this telegram inserted in the record of the hearing on 8S. 3114 
commencing before your committee on May 21, 1958. 

Frep M. Cooper, 
President, Idaho State Reclamation Association. 


DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 
Washington, April 25, 1958. 
Hon. DENNIS CHAVEZ, 
Chairman, Committee on Public Works, 
United States Senate, Washington, D. C. 


Dear SENATOR CHAvez: This is in further reply to your request for a report 
on §S. 3114, a bill to amend the Bonneville Project Act in order to establish the 
Columbia River Development Corporation. 

We would prefer to leave comment with respect to the need for this legisla- 
tion and for the creation of the proposed new Corporation to the agencies more 
directly concerned. However, there are two aspects of the measure on which 
we should like to submit certain suggestions for your consideration. 

Section 15 of the bill would, among other things, provide for application of 
the benefits of the Federal Employees’ Compensation Act “to persons given 
employment under the provisions of this Act.” Since section 40a of the Federal 
Employees Compensation Act defines the term “employee” to include officers 
and employees of instrumentalities wholly owned by the United States, and 
as the proposed Corporation would seem to be such an instrumentality, this 
provision may not be necessary. 

If, however, it is desired to include a provision of this nature in the bill, 
the present language should be clarified. As this provision now reads, it could 
be construed to extend the provisions of the Federal Employees’ Compensation 
Act not only to employees of the Corporation itself, but also to employees of 
non-Federal agencies through which the Corporation would be authorized to 
earry out its functions. This would not only extend the act into areas covered 
by State workmen’s compensation laws, and thus be contrary to the act’s basic 
purpose, but would also present formidable administrative problems. It is, 
therefore, recommended that this provision of the bill be amended so as to 
make clear that application of the Federal Employees’ Compensation Act is 
limited to employees of the Corporation itself. Draft language designed to 
carry out this recommendation is attached. 

Section 15 of the bill would also provide for the application of the Davis- 
Bacon Act to certain contracts to which the Corporation is a party and pursuant 
to which laborers and mechanics would perform certain construction, altera- 
tion, maintenance, or repair work. We are, of course, in favor of the inclusion 
of appropriate safeguards respecting labor standards in the measure. How- 
ever, we should like to make a few recommendations as to improvements in 
the present provisions. 

First, the provision in its present form does not expressly provide for the 
extension of the protection of other labor standards laws, such as the 8-hour 
laws and the Copeland Act, to workers on the projects which it would cover. 
Second, the bill would not limit expenditure of Federal funds to contracts to 
which the Corporation would be a party. Under various provisions of the bill 
the Corporation would be empowered to pay the cost of construction and other 
work authorized by the measure which is performed pursuant to contracts under 
which certain non-Federal agencies, rather than the Corporation, would be 
parties. The labor standards provision of section 15 of the bill would afford 
no protection to persons performing construction, alteration, or repair work 
on projects covered by contracts of this nature. 
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Labor standards for construction assisted in whole or in part by Federal funds 
are contained in a number of statutes, including among others the Hospital 
Survey and Construction Act (60 Stat. 1040; 42 U. S. C. 291 et seq.), the Federal 
Airport Act, as amended (60 Stat. 170; 49 U. S. C. 1101 et seq.), and the Federal- 
Aid Highway Act of 1956 (70 Stat. 174; 23 U. S. C. 151 et seq.). As a matter 
of principle, this Department would favor the inclusion in this bill of provisions 
which would secure to laborers and mechanics engaged in work financed in 
whole or in part with Federal funds pursuant to the provisions of the bill, the 
payment of not less than the prevailing wage rates in the locality as determined 
by the Secretary of Labor in accordance with the Davis-Bacon Act and not 
less than time and one-half for overtime work in excess of 8 hours in a day or 
40 hours in a week, together with appropriate provisions for application of the 
authority which Reorganization Plan No. 14 of 1950 and section 2 of the Cope- 
land Act, as amended, confer upon the Secretary of Labor respecting a number 
of labor standards laws. 

The labor standards provision of section 15 of the bill provides that “the pow- 
ers of the Comptroller General of the United States * * * with respect to pay- 
ment of amounts withheld from contractors shall be exercised by the Corporation 
with respect to funds under its control.”” We believe it would be unwise to place 
this function in the proposed Corporation rather than in the Comptroller General. 
The latter has the experience and facilities to handle such amounts with regard 
to labor standards on federally assisted construction. The facilities of the Gen- 
eral Accounting Office include a separate trust fund in which it retains money 
withheld for disposal to unpaid workers not immediately located. 

Your committee may wish to consider an amendment to this provision of sec- 
tion 15 in line with the above comments. Substitute language that might be suit- 
able for the purpose is enclosed. It includes a provision requiring the payment 
of overtime compensation for hours in excess of 40 a week. This is consistent 
with the Fair Labor Standards Act and the Walsh-Healey Public Contracts Act 
and would prevent the practice, which some contractors have adopted under the 
existing 8-hour laws, of working employees a 56-hour week of seven 8-hour days 
without overtime payment. 

The attached language deletes the direction contained in the provision of the 
bill that the Secretary in making wage determinations shall give due regard 
to rates secured through collective bargaining. This direction is not considered 
necessary inasmuch as the regulations of this Department pertaining to wage de- 
terminations (29 C. F. R. pt. 1), specifically provide that due regard shall be 
given to such rates. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
JAMES T. O'CONNELL, 
Under Secretary of Labor. 


Suggested language to be substituted for the provision of section 15 of S. 3114 
which would become section 10 (c) of the Bonneville Project Act: 

“(e) The benefits of the Federal Employees’ Compensation Act (39 Stat. 743), 
as amended, shall extend to persons given employment pursuant to subsection 
(a) of this section; and the right to benefits under such Act, as amended, shall 
be exclusive and in place of any and all other liability of the Corporation and 
the United States to pay damages or workmen’s compensation to such persons, 
or to the dependents, next of kin, or legal representatives of such persons, or to 
any person otherwise entitled to recover damages, on account of injury or death 
within the purview of such Act.” 

Suggested language to be substituted for the provision of section 15 of S. 3114 
which would become section 10 (d) of the Bonneville Project Act: 

“(d) (1) All laborers and mechanics employed by contractors or subcon- 
tractors in the performance of work, financed in whole or in part with Federal 
funds under the provisions of this Act, pursuant to contracts in excess of $2,000 
for the construction, alteration, or repair of buildings, dams, locks, or other 
structures or facilities, shall be paid wages at rates not less than those prevail- 
ing on similar work in the locality as determined by the Secretary of Labor in 
accordance with the Davis-Bacon Act, as amended (40 U. S. C. 276a—276a—5), 
and every such employee shall receive compensation at a rate not less than 
one and one-half times his basic rate of pay for all hours worked in any work- 
week in excess of eight hours in any workday or forty hours in the workweek. 
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as the case may be. The Corporation shall not make any payment of Federal 
funds without first obtaining adequate assurance that these labor standards 
will be maintained. 

“(2) The Secretary of Labor shall have, with respect to the labor standards 
specified in paragraph (1) of this subsection, the authority and functions set 
forth in Reorganization Plan Numbered 14 of 1950 (15 F. R. 3176, 64 Stat. 1267, 
5 U. 8. C. 1332-15), and section 2 of the Act of June 13, 1934, as amended (48 
Stat. 948, as amended, 40 U. S. C. 276c).” 


Senator Nreusercer. We will recess until tomorrow morning at 
9: 30. 

(Thereupon, at 12:28 p. m., the subcommittee adjourned, to recon- 
vene at 9:30 a. m., Thursday, May 22, 1958.) 
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THURSDAY, MAY 22, 1958 


Unirep States SENATE, 
CoMMITTEE ON Pusiic Works, 
SUBCOMMITTER ON RIVERS AND 
Harsors—F Loop Conrrou 
Washington, D.C. 


The subcommittee met, pursuant to notice, at 9:40 a. m., in room 
412, Senate Office Building, Hon. Richard L. Neuberger presiding. 

Present: Senator Neuberger. 

Senator Neusercer. We will please come to order. 

Our first witness this morning is Dr. William A. Pearl, the Ad- 
ministrator of the Bonneville Power Administration. It is my un- 
derstanding that Dr. Pearl is accompanied by members of his staff. 

Dr. Pearl, we will be pleased to have you bring up to the table with 
you such members of your staff as you ¢ hoose. 

Mr. Peart. Mr. Stevens is here from the Solicitor’s Office to make 
a general statement, before me, Mr. Chairman. 

Senator Neusercer. Mr. Stevens, we will be glad to hear you first 
if that is the way the Interior Department desires to present its 
material. 

I think before Mr. Stevens begins his testimony we might in- 
clude here our correspondence with the Department of the Interior 
relative to the testimony to be given today by Department witnesses. 

(The correspondence referred to follows: ) 

UNITED STATES SENATE, 
COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
May 6, 1958. 
Hon. Frep A. SEATON, 
Secretary of the Interior, Washington, D.C. 

DEAR Mr. SECRETARY: On May 21 to 23, the Subcommittee on Rivers and 
Harbors of the Senate Committee on Public Works will hold hearings on two 
proposals to amend the Bonneville Project Act, introduced by me for myself and 
several other Senators. These are 8S. 3114, to provide a permanent form of 
organization for the Bonneville Power Administration in the form of a Co- 
lumbia River Development Corporation; and 8, 2206, to create, in the distribu- 
tion and marketing of federally generated power in the Columbia Basin, a 
new schedule of priorities for industrial uses of power that would make the 
greatest contribution to the economic development of each of the several States 
in the basin, irrespective of the ownership of the means of power transmission. 
Senator Robert S. Kerr, the chairman of the subcommittee, has authorized me 
to take charge of the arrangements for these hearings and to act as chair- 
man insofar as other urgent duties prevent his own presence. 

As will be apparent to you, these two bills raise questions that go to the 
heart of the Federal power program in the Pacific Northwest and of the eco- 
nomie role of federally generated power in the region. Because I know of 
your appreciation of the significance of these questions, I hope that you may 
be able to appear before our committee to give us your views concerning them. 
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I have seen in the Portland Oregonian of February 12, 1958, the report of your 
remarks, on the occasion of your recent visit to Portland, on the suggestion of 
a regional Federal power corporation for the Columbia Basin, which indicate 
that you have some sympathy for this idea. I know that the subcommittee 
would be glad to have your comments on this proposal, as well as on the proper 
objectives of the marketing policies of BPA. Of course we shall be glad to 
schedule your testimony at your convenience on any of the days mentioned. 

If your schedules should not permit you to come in person, perhaps you will 
want to designate one of your associates to testify for the Department of In- 
terior in your behalf. 

The committee would also like to have the testimony of the Bonneville Ad- 
ministrator, Dr. William A. Pearl, who is of course most directly concerned 
and familiar with the issues under consideration. The particular subjects on 
which the BPA might prepare testimony for these hearings should cover the 
following: 

The “provisional nature” of the present Bonneville Power Administration as 
specified in the original Bonneville Project Act, and more permanent forms of 
organization which may have been contemplated at the time of adoption of this 
provisional plan. 

A description of permanent forms of organization which may since then have 
been studied or proposed by the Department of the Interior from time to time. 

An analysis of the functional issues that arise in the choice of a permanent 
form of organization for BPA, including financing, planning, budgeting, local par- 
ticipation in policymaking, Federal fiscal and personnel policy control, coordina- 
tion with other Federal, State, local and nongovernmental activities, or any 
others which seem pertinent and important to BPA’s experts themselves. 

A review of BPA’s power marketing policies from the beginning, covering the 
prewar period, the war years, the postwar years 1946-52, and policies since 1953. 
This should include the texts of regulations and directives on power marketing 
issued from time to time, as well as the terms of major long-term contracts for 
the sale of Bonneville power. It should also include a breakdown (in kilowatt 
hours, dollars, and percentages) of the distribution of power over the years, in- 
dicating major categories of purchasers (public, private utility, or industrial) ; 
distribution by States; and if possible, use for industrial as compared with do- 
mestic and farm purposes. 

As the legislative proposals themselves indicate, we are particularly inter- 
ested in studying the economic contribution that low-cost federally generated 
water power has made and can make toward the badly needed industrial devel- 
opment of the Pacific Northwest. For that reason, we would appreciate a com- 
prehensive statement of the activities carried on by BPA in past years toward 
planning and promoting such a contribution, as well as a statement of the 
present policy of the administration toward this function of BPA, related to 
the changing power marketing directives and criteria that have been in effect 
from time to time. 

Again, let me express the hope that the subcommittee may have the privilege 
of discussing these matters with you during the hearings, if this should be con- 
venient to you; and if this proves impossible, we shall very much appreciate the 
cooperation of your Department in developing a record on these important is- 
sues that should be most helpful and constructive toward a vital Federal pro- 
gram in the Pacific Northwest. 

Sincerely, 
Ricuarp L, NEUBERGER, 
United States Senator. 





UNITED STATES SENATE, 
COM MITTEE ON PUBLIC WoRKS, 
May 6, 1958. 
Dr. WILLIAM A. PEARL, 
Administrator, Bonneville Power Administration, 
Portland, Oreg. 


DEAR Dr. PEARL: On May 21 to 23, the Subcommittee on Rivers and Harbors 
of the Senate Committee on Public Works will hold hearings on S. 3114 and S. 
2206, both of which are proposed amendments to the Bonneville Project Act 
which I have introduced for myself and several other Senators. The chairman 
of the subcommittee, Senator Robert S. Kerr, has authorized me to act as chair- 
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man for the purpose of these hearings, as other commitments may make it im- 
possible for him to attend. 

Because these proposals deal very fundamentally with the whole structure, 
administration, and policies of the agency you head, the subcommittee naturally 
hopes that you will be able to come to testify before us concerning the important 
issues that are raised by them. 

I have invited Secretary of the Interior Fred A. Seaton to appear before the 
subcommittee in person or by a deputy. In my letter to him, a copy of which is 
attached, I have outlined a series of the important questions involved in the 
proposals before the subcommittee, concerning which the Bonneville Power Ad- 
ministration will be able to inform and enlighten us. It is my understanding 
that, among your present staff, Mr. Leon Jourolmon and Mr. Bernard Gold- 
hammer may be particularly familiar with the history of the questions under 
consideration, and I would like to suggest that these experts might be available 
to offer the subcommittee their specialized knowledge and experience at the 
hearings. 

I am confident that, with the help of the Bonneville Power Administration 
itself, the record made at these hearings can offer a real contribution to a sub- 
ject of Federal policy of vital importance to the Pacific Northwest. 

With good wishes. 

Sincerely, 
Ricuarp L. NEUBERGER, 
United States Senator. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., May 14, 1958. 
Hon. RicHarp L, NEUBERGER, 
United States Senate, 
Washington, D.C. 

DEAR SENATOR NEUBERGER: Thank you for your letter of May 6 relating to 
the scheduling of hearings on S. 2206 and S. 3114 before the Subcommittee on 
Rivers and Harbors of the Committee on Public Works on May 21 to 23. 

Unfortunately Secretary Seaton’s schedule is such that he will be unable to 
appear before the subcommittee. However, a departmental representative, to- 
gether with representatives of the Bonneville Power Administration, will attend, 
as you request. 

The subjects outlined in your letter, on which you ask that departmental 
witnesses be prepared to testify, involve, as you undoubtedly recognize, such a 
volume of work that it appears unlikely it can all be collected for presentation 
at the hearing. Our witnesses will endeavor to present as much as this infor- 
mation as possible in the course of the hearing. If this presentation is not 
sufficient, we will subsequently attempt to work out with you the furnishing of 
additional information. 

Sincerely yours, 
HATFIELD CHILSON, 
Acting Secretary of the Interior. 


DEPARTMENT OF THE INTERIOR, 
BONNEVILLE POWER ADMINISTRATION, 
Portland, Oreg., May 15, 1958. 
Hon. RicHarp L. NEUBERGER, 
United States Senate, 
Washington, D. C. 

DEAR SENATOR NEUBERGER: This will acknowledge your letter of May 6 re- 
questing me and members of my staff to appear before the subcommittee on May 
21 to 23 when it will be conducting hearings on S. 3114 and §S. 2206. 

We will be pleased to appear at the stated time to add whatever information 
we can to the hearings. 

Your letter also requested the presence of Mr. Jourolmon. Under the present 
organization of the Department, the legal staffs are no longer under my juris- 
diction. However, I am advised the Solicitor’s office of the Department is 
agreeable to Mr. Jourolmon’s appearing. 
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Our attention has been called to your letter of May 6 to Secretary Seaton 
requesting a number of documents concerning operational policy and procedures 
of the Bonneville Power Administration. I am sure you appreciate that a 
great deal of work is entailed in assembling and compiling all of the informa- 
tion which you request in the letter to the Secretary, and we will be glad to 
make as much of it available at the hearing as we are able to assemble. 

With best wishes, 

Sincerely yours, 
Wo. A. PEARL, Administrator. 


STATEMENT OF THEODORE F. STEVENS, LEGISLATIVE COUNSEL 
AND ASSISTANT TO THE SECRETARY OF THE INTERIOR 


Mr. Srevens. Mr. Chairman, my name is Theodore F. Stevens. I 
am legislative counsel and assistant to the Secretary of the Interior. 
I appear as the departmental representative requested by you. 

Secretary Seaton has already conveyed his regrets to this commit- 
tee; he is unable to appear here today because of a prior commitment 
out of the city. 

Your committee has received the reports of the Interior Depart- 
ment on the two bills under consideration—our report on - 2206 
being under date of February 28, 1958, and our report on S, 3114 
having been delivered this morning. In both of these repor ae as you 
may have noted, we make no recommendations regarding the desir- 
ability of the enactment of the bills before you. 

The provisions of S. 2206 would alter the existing provisions of law 
requiring the granting of a preference, in the marketing of power 
from Federal installations, to ¢ ooperatives, and municipal, and public 
agencies. The Department’s report on the bill specifically pointed 
out that there have been many repeated congressional expressions 
endorsing the preference clause and that: it has become a hallmark 
of the Federal Government’s power-marketing policy. In these cir- 
cumstances, the Department of the Interior ¢ annot make a recom- 
mendation on a legislative proposal such as 8. 2206, unless the reasons 
for a change in the policy, either on a regional basis or throughout 
the Nation, are definitely demonstrated and justified. 

Our report on S. 3114 indicates that the Department has considered 
this bill to have been presented in its present form to provide a vehicle 
for this hearing to take testimony from persons and organizations 
interested in the development of the water and power resources of 
the Pacific Northwest. Thus, its consideration by this committee 
provides a forum for discussion of the several approaches to the 
administration of Federal water and power development in the re- 
gion. Through such exploratory means, there may evolve agreement 
among the people i in the area on the question of the desirability of 
making a change in the existing organizational setup for the devel- 
opment of these vital resources; and if there should be a ch: ange, what 
the people of the area believe such a change should accomplish. We 
have interpreted the letter of May 6 from the chairman to confirm 
generally this viewpoint. 

Accordingly, the Department’s position is that we are not. prepared 
to make any comment at this time with regard to the policy consider- 
ations which are involved in S. 2206 and S. 3114. We believe that 
out of the testimony which will be presented during the hearings and 
out of the discussions they will no doubt generate in the Pacific 
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Northwest, there may ultimately be developed a proposal for the 
financing, development, and administration of the area’s water and 
power resources, on which the people of the area will have reached 
some general agreement, as representing an improvement over the 
present system. We, in the Department of the Interior, certainly 
do not feel that the present manner in which our bureaus and agencies 
must handle water and power projects cannot be improved upon. We 
would welcome the opportunity to review any considered proposal 
on which there is substantial agreement within the region affected. 

Similarly, we believe that the ‘people i in an area, such as the Pacific 
Northwest, should have a voice in determining the extent of the Fed- 
eral Government’s role in the development and administration of 
their natural resources, and, in fact, that they should themselves 
assume responsibility for such development to the greatest extent 
possible. ‘These hearings and the introduction of S. 2206 and S, 3114 
may well serve to crystallize opinion among the people in the area 
toward obtaining these objectives. In this connection, we note that 
no less than 29 legislative proposals have been mi ide in Congress 
to alter the existing organizational structure or operating procedures 
since the Bonneville Power Administration was established in 1937. 

After these hearings are concluded and the materials and informa- 
tion presented to the committee are fully considered, if interested per- 
sons and organizations in the area reach a general agreement on these 
subjects, then the Department of the Interior will be pleased to give 
very serious consideration to any legislative proposal or proposals ‘and 
to present to Congress its views on the policy questions which would 
thus be raised. This is the view of Secretary Seaton, which he has 
previously publicly expressed. 

With regard to ‘the items which are being considered in these hear- 
ings, Mr. Chairman, there are with me Dr. William A. Pearl, Admin- 
istrator of BPA, Mr. Bernard Goldhammer, Chief Power Contract- 
ing Officer, BPA, and Mr. Leon Jourolmon, Assist: int Regional Solic- 
itor for the Department. The presence of these gentlemen has been 

requested by the Chairman in his letter of May 6 to Dr. Pearl. Each 

of these gentlemen has prepared a statement with regard to some of 
the specific items of information requested by the Chairman in his 
letters, and they have with them a substantial portion of the material 
requested. Of course, the chairman is no doubt aware of the great 
volume of material involved in his request and the relatively short 
time which we have had to gather this material together from the 
files of the Department and of BPA. If it should be the committee’s 
wish, after these hearings are concluded, that further information be 
provided, we shall try our utmost to satisfy your further requests. 

We are anxious to cooperate with your committee to the fullest 
extent in helping to develop as complete a factual record as is pos- 
sible. However, we are hopeful that the committee will appreciate 
that, until this is accomplished, and the people of the region have 
decided what they themselves want, we cannot competently express 
any views on the policy aspects of the bills before you. 

That completes my statement. 

Senator Neupercer. Thank you, Mr. Stevens. 

I want you to know that the purpose of these hearings, as I am 
sure you realize, is to gather information, opinions, rec ommend: ations, 
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and facts on which can be based legislation in the power develop- 
ment and power marketing fields in the Pacific Northwest. However, 
I would like to ask one question. Does the Secretary believe that the 
Department should take no leadership in this field or not? 

Mr. Stevens. Senator, I believe that the Secretary’s statement 
would lead me to respond that he believes that in an area such as this, 
it is primarily the wishes of the people of the region that should de- 
termine the policy of the Federal Government. 

Senator Neupercer. How does he expect to determine that? By a 
public opinion poll? These hearings are to provide information 
and other material. Doesn’t the Secretary believe the Department 
of the Interior should take some leadership in this realm? 

Mr. Srevens. Undoubtedly at the time when a concrete proposal— 
and in my statement I noted that the Secretary had taken rec ogni- 
tion of the fact that when you introduce these bills, at least the major 
ones, you commented that you yourself could not endorse the pro- 
posal entirely—undoubtedly, when a proposal of this nature is en- 
dorsed by the elected representatives of the people from the area, 
and presented to the Congress, I feel certain that the Secretary would 
be among the first to take leadership in the consideration of it. 

Senator Nevpercer. Let me tell you what disturbs me about the 
role of the Department. The Bonneville organization is provisional 
and temporary. There is no doubt about that; is there? 

Mr. Stevens. No, sir. 

Senator Neupercer. The Department would agree on that, that 
the existing Bonneville Power Administration is expressly temporary 
and provisional and the general thinking was, when it was created, 
that eventually it would be replaced by some form of permanent 
power marketing organization. Is that correct, or is it not? 

Mr. Stevens. I believe that is substantially correct as to the general 
essence of the original Bonneville Act itself. Whether the accretions 
to that act, and the organizational setup since its inception in 1937, 
means that it has a more permanent nature than it originally had, Iam 
not competent toanswer. I believe that——— 

Senator Neupercer. Did any of the changes state that this was now 
permanent ? 

Mr. Stevens. No, sir; not to my knowledge. 

Senator Neusercer. The Department, however, has advocated very 
profound changes; if I am not mistaken for about t years the Depart- 
ment of the Interior advocated the so-called partnership program. 
The Secretary, Under Secretary and Assistant Secretary made re- 
peated speeches in the Pacific Northwest despite the fact that such 
elections as were held in the Northwest indicated that the partnership 
program was not the wish of the people when they went to the polis 
and voted. Yet the Department repeatedly advocated partnership. 
Yet now we are told that the Department cannot. advocate any specific 
program such as the regional corporation or other proposals. So in 
effect they hold with the hounds and run with the hare. 

Mr. Stevens. Senator, of course, you have your opinion. I am not 
aware of any proposal the Department made in connection with the 
partnership concept which would have changed the situation so far 
as Bonneville is concerned and changed its present provisional nature. 

Senator Neusercer. It would have changed the power-marketing 
policies profoundly, however. 
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Mr. Stevens. Insofar as it would have non-Federal agencies build- 
ing new projects, that is true. But as to the existing Federal projects 
there was no statement made to my knowledge that would have turned 
these over to non-Federal agencies. 

Senator Nrusercer. The only point I wish to make—we won’t 
belabor it because time is limited—is this: It is my hope that if these 
hearings, and subsequent work by the committee staffs, produce a 
sound, “fair, and equitable bill in the form of a regional power cor- 
poration, that perhaps the Department may choose to advocate and 
sponsor it with all the zeal that it sponsored the former partnership 
program. 

Mr. Srevens. I am sure that that would be so, if I may qualify to 
the extent that the proposal that is developed is acceptable to the 
people of the region generally. 

Senator Neupercer. Was partnership acceptable to the people of 
the region generally ¢ 

Mr. Srevens. As I pointed out, I don’t think we would agree that 
partnership affected the Bonneville system as it exists today. 

Senator Neusercer. When you say acceptable to the people gen- 
erally, what do you mean? How will that be determined ? 

Mr. Srevens. I think basically we will have to take our direction in 
the first instance to determine the will of the people of the region by 
determining what the elected representatives desire, Senator. We 
took particular note of the fact that you do not endorse this proposal 
yourself at the present ime. 

And I noted that yesterday, when our people came back from the 
hearing, they told me that there were 14 amendments, submitted by 
Mr. Norwood, to the bill. We have not been able as yet to determine 
what these amendments would accomplish. We are in a position where 
we have had many proposals that were made in the past; the people 
that follow me have an anlysis of those. Those were very seriously 
considered proposals. But to our knowledge there was never an agree- 
ment in the region as to any one of them, as to what should be the 
permanent existing form of the power-marketing agency for Bonne- 
ville. 

Senator Neusercer. The only point about the elected representa- 
tives is this: As I recall, 7 out of the 8 elected United States Senators 
endorsed the high dam at Hells Canyon, but the Department of the 
Interior did not. And I am just interested to know what criteria will 
be used to gage public opinion in the Northwest when the Department 
finally reac ches a decision on the regional corporation. 

Mr. Stevens. I don’t think that we have indicated in our statement 
that we will necessarily agree in the final analysis with what is the 
final resolution, but we do1 not feel that we should express an opinion 
until the people of the region express their opinion as to what they 
want. 

I don’t think we want to get into a discussion of Hells Canyon here, 
Senator. 

Senator Neupercer. No; there is no issue involved in that at this 
particular time except, as I say, you mentioned what the elected 
representatives decided on may guide you. But what the elected 
representatives decided on at Hells Canyon did not guide you. In 
other words, the Department’s stand was quite to the contrary. 
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Mr. Srevens. The situation, as I see it, is that we have an existing 
Federal structure in the Northwest. The Federal Government defi- 
nitely has a role in the further development of the Northwest. The 
extent of that role in terms of the totality of the present operation 
and its expansion certainly is something which the people of the 
region ought to have a general agreement on, at least. To our knowl- 
edge there is none existing now, there has been none on these past 
proposals, and we feel that the Department should take its position 
when that agreement has been reached. 

Senator Nevnercer. I hope that these hearings will indicate a 
substantial amount of agreement anyway, and that is one of the 
things that we are sear ching for. 

Mr. Srevens. In that connection we are very pleased, and the 
Secretary stated publicly in Portland as I recall, that he was very 
pleased, that you have introduced these bills in order that we may 
have this record before us. It has been some time since we have had 
such a record. 

Senator Neupercer. I agree on that and that is the purpose of these 
hearings. I want to ask one other question: There was a story in 
the Wall Street Journal for May 21, 1958, which I am going to have 
included in full in the hearings at this point. The headline is: 
“Administration Takes Unaccustomed Role as Public Power De- 
fender.” “Officials Oppose Bill To Give Private Firms More Fed- 
eral Power.” That is another of the headlines. (See article, p. 216.) 

Then it points out the administration’s opposition to my proposal 
that industrial users of power in the Northwest should have a higher 
priority than they have at the present time. 

In that story it quotes the Secretary as discussing my bill in these 
terms: : 

This bill would not only authorize the determination of the quantity of 
Federal power to make available to industry; it also implies administrative 
discretion to determine where such power should be made available. 

I wonder if you know why the Secretary has expressed opposition 
to this aspect of the bill—that “it also implies administrative discre- 
tion to determine where such power should be made available” 

Why was that stand taken? 

Mr. Stevens. You mean the stand on the bill ? 

Senator Neupercer. On S. 2206, which would give the Adminis- 
trator discretion to determine where the power should be made avail- 
able, rae the Secretary’s expressed opposition to that concept. 

Mr. Srevens. The bill, as we interpret it, states as a purpose: 

In order to insure that the electric energy disposed of by the Administrator 
appointed under this Act will benefit the general public fairly and equitably 
throughout the whole Columbia River Basin, the Administrator may establish 
priorities for industrial uses which will best promote the diversified economic 
development of the several States of the basin and for distribution to domestic 
and rural consumers, and with respect to such distribution the Administrator 
shall, in disposing of such energy, at all times give preference and priority 
to public bodies and cooperatives. 


Senator Neunercer. I am not disputing that the bill would allow 
administrative discretion as to where the power would be made avail- 
able. You are here representing the Secretary ? 

Mr. Srevens. Yes, sir. 
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Senator Nrusercer. I wonder if you could tell us why he has 
opposed that concept. 

Mr. Stevens. I think it was our understanding, Senator, that not 
only would the bill alter the existing preference clause setup but it 
would also give discretion to the Administrator to allocate within 
this new priority for industrial purposes within the region. For in- 
stance, to see that each State had a proportional interest in this new 
priority. 

Senator Neusercer. Why does the Department oppose that? 

Mr. Stevens. I don’t think that we have opposed it as such. We 
have stated that we could not see fit to have any change in this policy 
unless—that is, the preference clause policy—unless it is definitely 
demonstrated and justified. 

This is just calling attention, as I see it, to one of the aspects of 
the bill, and it is our understanding that this is one thing that your 
bill would accomplish. 

Senator Neupercer. As I gather, there was expressed opposition 
to that concept. I want to ask you this in a similar line: §S. 497, the 
omnibus rivers and harbors bill, as it passed the Senate contained 
this provision: 


Provided, That with respect to any power attributable to any dam of such 
7. 


plan to be constructed by the Corps of Engineers— 

meaning on the Missouri River— 

the construction of which has not been started, an equitable proportion of such 
power as may be’ determined by the Secretary of the Interior or such portions 
thereof as may be required from time to time to meet loads under contract made 
within this reservation, shall be made available for the use in the State where 
such dam is constructed. 

Did the Secretary or any representative of the Department appear 
in opposition to that provision in 8. 497? 

Mr. Stevens. Senator, first let me tell you I don’t believe we did. 

Secondly, it is my memory that that was an amendment which 
was placed in the bill on the floor. I am not positive of that. 

Senator Neupercer. No; it is not right. I would like to ask Mr. 
Sneed about that. Was the Case reservation for power in South 
Dakota placed in the bill on the floor or in the committee ? 

Mr. Sneep. In the committee. 

Senator Neusercer. Colonel Sneed said it was in the committee 
and that is my memory, too. 

Mr. Srevens. I don’t think we have taken a position on that amend- 
ment as such. 

Senator Nrupercer. This is the reason I think the record should 
show a very important factor: That the preference clause is one of 
the things that has been under great discussion in the Northwest. I 
don’t see how the Department can take one position in one area and 
another position in another area. 

Mr. Stevens. I hope we don’t, Senator. 

Senator Neupercer. It seems to me that you do. In other words, 
you said you took no position on this clause in S. 497; you didn’t 
even know whether it was added on the floor or in the committee, 
which is of great significance. And yet, with respect to my proposal 
that the Administrator have geographic discretion in the Northwest, 
the Secretary regards this as a “profound departure” and is impliedly 
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critical because “it also implies administrative discretion to determine 
where such power should be made available.” 

If that is his position why was not the same position stated regard- 
ing this S. 497 reservation ? 

Mr. Stevens. In response to the latter part of your question, I do 
not recall ever being asked or requested to make a comment on that 
provision of S. 497. I don’t know whether we did or not. It is my 
own recollection that we did not. 

As to the former one, if Congress wishes to determine that any 
particular area—this is Bernie Meyer from my office, Senator, who 
just joined me at the table. 

Senator Neupercer. We are very glad to have you here, Mr. Meyer. 

Mr. Meyer. Thank you. 

Mr. Srevens. If Congress should determine that any particular 
State should have a reservation, and we are both aware of existing 
statutes which do have a reservation of power for a particular State 
or States—the Boulder Canyon Project Act was one of the first, and 
starts out with a reservation for the States affected—it would be one 
thing. This particular industrial preference which alters the present 
preference clause as we now understand it, to give the Administrator 
a power to determine the allocation within the regional basis 

Senator Nreusercer. In other words, it is the discretion as to deter- 
mination that you object to ? 

Mr. Srevens. Senator, I don’t think we objected to it. I want to 
point that out again. We just pointed out two things that this bill 
does. We didn’t say we object to them. 

Senator Neupercer. Mr. Stevens, why didn’t they point out this 
discretionary factor in S. 497% There is no hard and fast allocation 
to South Dakota in S. 497. 

Mr. Stevens. Mr. Meyer tells me, Senator, that we didn’t appear 
at all on S. 497. We weren’t requested to appear. Normally it isn’t 
our bill, as the Senator knows—the flood-control bill. 

Senator Neusercer. But the Secretary of the Interior is the one 
charged with the determination in the bill. Do you only state a 
position on a bill when you are asked to do so? Didn’t the Depart- 
ment state any opinion on this after it had been in the committee ? 

Mr. Srevens. Of course the only reason the Secretary of the Inte- 
rior gets into this is because we are the power marketing agency for 
the corps on the projects. 

Senator Neupercer. That is the only reason the Secretary of the 
Interior is in it in the Northwest; you are the power marketing 
agency of the Bureau and the corps on the project. 

Mr. Stevens. I know that. We have not taken a role or have not 
been requested to take a role in the formulation of the omnibus flood 
control bill. But again let me point out that that paragraph in our 
February 28 letter does not indicate a disapproval, Senator. It is a 
flagging of a significant change, in our opinion. But there is noth- 
ing in this letter which disapproves the Senator’s suggestion. 

Senator Neupercer. Mr. Sneed has called to my attention that 
during the discussion of the Rivers and Harbors Act, 1957, the Depart- 
ment of the Interior was represented at the hearings, and I am going 
to include this page by reference—Monday, February 25, 1957, page 
199 of the hearings, statement of James Bradley, engineering assistant 








| 
| 








Ly 
10 


Tr. 


uu 
1g 


id 
ne 
nt 
or 


to 
ill 


Lis 
on 


ar 
n’t 


ne 


te- 
for 


he 
ng 


101 
od 
ur 
sa 
th- 


nat 
rt- 
ing 
ige 
ant 





BONNEVILLE PROJECT ACT AMENDMENTS OF 1958 215 


to Assistant Secretary for Water and Power, Department of the 
Interior; accompanied by N. B. Bennett, Chief, Project Develop- 
ment Branch; and Alfred Golzé, Chief, Program Coordination and 
Finance Division, Bureau of Reclamation , Department of the Interior. 

So the Department of the Interior was represented in hearings on 
this bill. 

Mr. Srevens. Both Mr. Meyer and I apologize. I was not aware 
of that. I am still not aware that he commented on this provision, 
and we are still not necessarily opposed to the provision. We wish 
to call to the Congress’ attention that this is a significant change, to 
give the Administrator the determination to make this type of alloca- 
tion. This is something which Congress has itself done in the past, 
but to our knowledge C ongress has never given an administrative 
officer the power to determine such an allocation between several 
States without the congressional determination. 

Senator Neuprrcer. The only reason I raise this issue at all is this: 
It seems to me that the Department and Members of Congress have 
to take a consistent attitude toward this preference clause in different 
parts of the country with respect to different rivers. 

At least I would say that the stands of the Department on S. 497 
and on S. 2206 are not quite the same. 

Mr. Srevens. I will be glad to review it, Senator. If we take a 
position we will clarify the stand on the other bill because our stand 
on the preference clause—as I am sure the Senator can see in this 
letter—our stand on the preference clause is that the Department 
under the present Secretary of the Interior intends to fully defend 
that preference clause so far as we can unless the people of the region 
indicate that they generally agree it should be altered. 

Senator Nevsercer. Let me ask you this: Did you feel that the peo- 
ple of the region in the Missouri Basin had indicated that they wished 
it to be altered in the Missouri Basin? How did you determine that? 

Mr. Srevens. As I said, Senator, to my knowledge we have not 
taken a stand on that Case amendment on the flood-control bill. 

Senator Neupercer. In other words, you might feel that an amend- 
ment could be made in the Northwest that you wouldn’t take a stand 
on either ? 

Mr. Stevens. We have not taken a stand on this one; that is true. 
If this is determined to be the approach, and if the people of the re- 
gion generally indicate that they favor such an approach, we would be 


glad to give you our further comments on it. 


We fla agged this particular provision because it is an extreme appli- 
cation of administrative discretion, Senator. The Administrator, as 
you know, if this goes through, has the power to determine between 
your sister State of W ashington and the State of Oregon as to how 
much industrial power goes to each State. We think that is a tre- 
mendous amount of power for an individual to have unless there are 
some guidelines set down. We are just flagging the fact that your 
bill would authorize such a result. We are not saying we are against 
it. 

Senator Neusercer. The Secretary has a substantial amount of 
power in S. 497 with respect to South Dakota and her sister States. 
> Mr. Stevens. We did not take a position on that, to my knowledge, 
senator. 
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Senator Neupercer. I would like to have the record show that. 
This is from the Wall Street Journal. 

Thank you, Mr. Stevens and Mr. Meyer, for coming. 

(The Wall Street Journal article, dated Wednesday, May 21, 1958, 


follows:) 
[The Wall Street Journal, Wednesday, May 21, 1958] 


ADMINISTRATION TAKES UNACCUSTOMED ROLE: PUBLIC POWER DEFENDER 


OFFICIALS OPPOSE BILL TO GIVE PRIVATE POWER FIRMS MORE FEDERAL FOWER; 
HEARINGS ARE TODAY 


(By Truman Temple, staff reporter of the Wall Street Journal) 


WASHINGTON.—Little noticed, one of Congress’ most liberal Democrats is 
pushing a tradition-breaking plan that’s putting the Eisenhower administration 
in the unaccustomed role of defending a key provision of public power legislation. 
What’s more, the proposal may divide the usually solid ranks of public-power 
partisans. 

The proponent is Democratic Senator Neuberger, of Oregon. While he’s 
among the most ardent advocates of Government power, he’s also eager to help 
lure industry to his job-hungry State. So Mr. Neuberger is urging a change 
considered heresy by some public-power defenders: A significant softening of the 
traditional preference clause that gives public power groups, such as rural elec- 
tric cooperatives and municipal power systems, first claim on electric power 
from Federal dams. He wants a better shake for private customers—both 
industrial users and power-distributing utilities. A Senate Public Works Sub- 
committee today will open 3 days of hearings on Mr. Neuberger’s proposal. 

The preference doctrine, which dates all the way back to the Reclamation Act 
of 1906, is, in Mr. Neuberger’s own words, the “cornerstone in the marketing of 
power from Federal projects.” Friends of public power have been loud in 
defense of the idea. Foes of public power have often concentrated their fire on 
the preference clause. 

What Mr. Neuberger wants, specifically, is more latitude over allocations to 
customers for the Administrator of the Bonneville Power Administration, which 
dispenses “juice” from more than a dozen Federal dams in the Columbia River 
Basin in the Pacific Northwest. The Senator has introduced a bill that, while 
restating the preference for public power groups, would let the Administrator 
“establish priorities for industrial uses which will best promote the diversified 
economic development of the several States of the Columbia River Basin.” 





A “MARKED DEPARTURE” 


The actual effect would be far broader than this wording may suggest. No 
less an authority than Interior Secretary Seaton, who superintends Government 
power doings, declares the proposal would be a “marked departure from previ- 
ous national policy.” 

While the Neuberger bill would directly affect only the States of Washington, 
Oregon, Idaho, and Montana, the principle, Mr. Seaton says, would have to be 
applied to Federal power projects everywhere. And, he adds, “This bill would 
not only authorize the determination of the quantity of Federal power to make 
available to industry; it also implies administrative discretion to determine 
where such power should be made available.” 

The Senate Public Works Subcommittee considering Mr. Neuberger’s bill will 
hear from spokesmen for State governments, private power interests, public 
power groups, and from administration witnesses. Though full details of the 
administration stand won’t be known until the hearings start, top officials of the 
Interior and Agriculture Departments have privately given the committee their 
views in writing—and they’re plainly unhappy with the Neuberger proposal. 

Mr. Seaton, calling the preference clause “the hallmark of the power market- 
ing policy of the Federal Government,” has told the committee: “We could not 
make a recommendation on such legislation unless the reasons for such a change, 
either on a regional basis or throughout the Nation, have been more definitely 
demonstrated and justified.” 
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DIVISION OF POWER 


True D. Morse, Under Secretary of Agriculture, puts it even more emphati- 
eally: “This Department does not favor enactment of the bill,’ he states in a 
letter to the committee. The proposal, he adds, would divert electricity from 
“domestic and rural consumers, many of them served by REA-financed systems 
whose energy requirements continue to expand substantially.” The Agriculture 
Department’s Rural Electrification Administration backs rural electric coopera- 
tives with low-interest, long-term credit. 

As for the reaction of the traditional public power advocates, the lines haven’t 
yet been clearly drawn, but some portents are available. Mr. Neuberger’s fellow- 
Oregonian, Senator Morse, when asked about the bill, says: “I’ll have to give it 
more study.” Nonetheless, he could be swayed by the same considerations moti- 
vating Mr. Neuberger: Oregon’s need to industralize, and a State rivalry with 
neighboring Washington for shares of the billions of kilowatts cascading each 
year from the Columbia River dams. In this contest, Oregon has a handicap: 
Washington has a score of public utility districts—about five times as many as 
Oregon—which qualify for the priority guaranteed in the preference clause. 

Kor the same reasons, if for no other, Washington State lawmakers can be 
expected to oppose the Neuberger proposal. So far, both Democratic Senators 
Magnuson and Jackson insist they have open minds on the subject, but Mr. 
Jackson concedes the bill “could touch off a real hassle.” In wry understate- 
ment, he observes: “One would not anticipate adoption of it this year.” 

In general, most public power advocates will surely oppose any tinkering 
with the preference clause, as they have in the past, on the ground that it’s 
an antimonopoly guard, protecting small rural co-ops and municipal electric 
systems from being swallowed up. A typical Northwest co-op, these people say, 
serves from 500 to 2,000 farmers spread over a wide area, and does not have 
its own generating facilities but must buy electricity from an outside supplier. 
Without Federal priority, apostles of the preference clause claim, such a co-op 
would be helpless to compete against bigger customers if a power shortage 
developed. 

POWERFUL REASONS 


The reasons which led Mr. Neuberger into his “heretical” proposal are un- 
deniably powerful. “I realize the problems he has in his State,” admits Senator 
Jackson. “Oregon needs to diversify, and now it has to compete more with the 
East because aluminum companies are going to Ohio and elsewhere.” An influx 
of aluminum plants, which use huge quantities of power, has been a big factor 
in the State’s recent industrialization. 

Traditionally, Oregon has had a resource-oriented economy, leaning heavily 
on mining, timber, and farming for its income. Mr. Neuberger has been working 
to bring more year-round payrolls. 

Low-cost Federal power contributed to rapid industrial growth in the North- 
west between 1939 and 1947, as the big Bonneville and Grand Coulee Dams sent 
their cheap 2 mills per kilowatt-hour electricity across Oregon, Washington, 
Idaho, and western Montana. 

The Columbia River dam system is still the cheapest source of power in the 
Nation. But the Northwest still faces a major drawback in attracting in- 
dustry: High costs of shipping to eastern markets, 

The standard answer has been that Oregon must lure industries to which 
cheap power is more important than freight rates, such as aluminum companies, 
which need no less than 10 kilowatt-hours to refine 1 pound of aluminum. 

Initially, cheap power brought to the Northwest plants of Aluminum Company 
of America, Anaconda Aluminum Co., Kaiser Aluminum & Chemical Corp., and 
Reynolds Metals Co., plus nearly a dozen smaller industries. In 1941 there was 
no aluminum refining capacity west of the Mississippi. By 1945 half the United 
States capacity was in the Northwest. 


NORMAL GROWTIL 


The trouble is, some Northwest lawmakers say, that normal population 
growth and demands by homes and farms have been absorbing much of the 
capacity of the Federal power system. In addition, Mr. Neuberger claims the 
administration in the past 5 years has choked off Federal dam construction in 
the region, and has thereby put a ceiling on expansion of aluminum companies 
there ; administration officials deny such charges. 
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In an added effort to get more Federal power promised to lure industry, the 
Senator has proposed a “‘State industrial power agency” for Oregon, which he 
figures legally could qualify for the public priority in Federal electricity. 
Under the scheme, the agency could then turn around and sell the power to 
industry. Petitions now are circulating in Oregon to put the proposal on the 
November ballot. 

And besides his plan for softening the preference clause, Mr. Neuberger has 
introduced another bill which will be aired in this week’s hearings. This one 
seeks to spur Federal dam building in the Northwest. It would create a Columbia 
River Development Corporation to replace the BPA. The new agency would 
finance new projects by selling revenue bonds backed by system earnings, instead 
of relying on appropriations voted by Congress. 

The chances for this financing scheme appear a little stronger than those for 
the preference-clause change, since it parallels in some ways the Tennessee 
Valley Authority self-financing act, already approved by the Senate. The ad- 
ministration is supporting the TVA legislation. 

Senator NeuBercer. Our next witnesses will be Dr. Pearl and his 
staff. 

Dr. Pearl, we are very pleased to have you here. I take it you are 
accompanied by Mr. Jourolmon of your legal staff, and Mr. Gold- 
hammer, of your marketing division. 

Mr. Prar.. That is correct. 

Senator Gore. Mr. Chairman, if I may interrupt, I would like to 
put Mr. Jourolmon in his proper role. He is, was, and is a Tennes- 
seean. He may be a registered voter in your State, but if I get ina 
tight situation I may still vote him in Tennessee. 

Mr. Jourotmon. May I express thanks to Senator Gore? I will 
always be a Tennesseean. I think I shall always be an Oregonian, 
also. 

Senator Neupercer. You can see he is very discreet. 

We value Mr. Jourolmon very highly, Senator Gore. He has 
brought to the Northwest a great deal of knowledge and experience 
from your great area which has been of vast benefit to the Bonneville 
Administration in particular and the Northwest in general. because 
you have been such a sponsor of the great projects as the TVA, and 
were a leading sponsor in this committee of the self-financing act for 
the Tennessee Valley Authority which passed the Senate last year. 
We certainly value your attendance at these hearings and are grateful 
for it, although we realize because of your attendance at the Finance 
Committee later this morning it must necessarily be limited. 


STATEMENT OF DR. WILLIAM A. PEARL, ADMINISTRATOR OF BPA; 
ACCOMPANIED BY BERNARD GOLDHAMMER, COMMERCIAL 
OPERATIONS OFFICER, BPA, AND LEON JOUROLMON, ASSISTANT 
REGIONAL SOLICITOR FOR THE DEPARTMENT OF THE INTERIOR 


Mr. Peart, I will. 

The material that you requested us to supply you, Senator, was of 
such volume that we found it necessary to divide this up among a 
number of the staff in order to prepare it in the limited time that we 
had. We have divided it into three parts, and I have brought along 
two of the men to help out with this presentation. 

Generally speaking, the part that I will cover will deal with those 
parts of your request that have to do with our present policy. Mr. 
Goldhammer will cover the parts that have to do with past policy, 
and Mr. Jourolmon will deal with the parts that have to do with legal 
implications in the material requested. 











LS 
1e 
ia 
id 
dd 


ne 


d- 


aS 
ce 


se 
id 
or 
ir. 
ul 
ce 


LL 
IT 
yR 


of 
c 
we 


oe 
ng 


se 


Ir. 


ra] 





| 


BONNEVILLE PROJECT ACT AMENDMENTS OF 1958 219 


I would like to submit a written statement, and then I would like 
to proceed to cover this briefly. 

Senator Neupercer. Dr. Pearl, your written statement will appear 
in full without objection in the hearing record, as will those of your 
associates. 

(The complete statement follows :) 


STATEMENT BY WILLIAM A, PEARL, ADMINISTRATOR, BONNEVILLE POWER 
ADMINISTRATION 


I am very glad to be able to appear before this committee today in answer 
to a request for information regarding the functions and operations of the 
Bonneville Power Administration. 

The Bonneville Power Administration is an agency within the Department 
of the Interior established by an act of Congress in 1937. ‘Che Administration is 
assigned the responsibility of marketing the available electrical energy gen- 
erated at Federal multipurpose projects located on the main stem of the Colum- 
bia River and its tributaries. The Bonneville Act, as amended, and other 
legislation which affect the operations of BPA, have been described by Mr. 
Jourolmon of the regional solicitors staff. Mr. Goldhammer of my office will 
discuss later the orders and authorizations of the Department of the Interior 
under which BPA carries on its day-to-day activities. 

The Federal plants are constructed and operated under authorizations of 
Congress by the United States Corps of Engineers and the Bureau of Reclama- 
tion. At the present time, the total installed capacity (nameplate rating) of 
the Federal plants, for which BPA is the marketing agency, is 5,270,000 kilo- 
watts, at 13 installations. The names of the plants, the units installed »t each 
as of February 20, 1958, and the dates of installation are shown on exhibit 1. 
Ultimately, when all plants authorized and under construction are completed 
in about 1968, the total installed capacity will be 7,714,250 kilowatts. 

As mentioned above, the energy generated at the plants in excess of their 
operational requirements is delivered to BPA’s system for transmission, trans- 
formation and sale to distributors and other customers of BPA in the Northwest 
region. The Administration’s lines comprise a grid extending into western 
Montana, northward almost to the Canadian border at Metalline Falls and 
Blaine, Wash., and southward into eastern and western Oregon. 

The power is sold to 76 publicly owned distributors (municipalities, public 
utility districts, and cooperatives), 9 privately owned utilities, 11 Federal agen- 
cies, and 19 large industrial consumers—a total of 114 customers. These cus- 
tomers take delivery of the power at voltages ranging from 12,500 to 230,000 
volts at 255 points of delivery connected directly to the Bonneville system, and 
at 90 points where Bonneville customers are served by transfer over the lines 
of other utilities. Exhibit 2 shows the requirements of each customer and the 
rate schedule under which it is served. 

At the present time the Administration operates 187 substations with an 
installed transformer capacity of 12,647,414 kilovolt-amperes which are served 
by 7,658 circuit miles of high voltage transmission lines; namely, 115, 230, 
and 345 kilovolts. 

The total investment in the Federal system including the multipurpose projects 
and transmission facilities as of June 30, 1957, was $2,041,400,000 of which 
$419,400,000 were in transmission facilities operated by the Bonneville Power 
Administration. 

Upon completion of all Federal projects now under construction, the Govern- 
ment’s investment will be $3,228,900,000 of which $666,400,000 will be in the 
Administration’s system. Exhibit 3 shows the investment for each generating 
project, for the BPA transmission facilities, and the tentative allocations of 
investment to power, flood control, navigation, irrigation, and water supply, 
fish and wild life, recreation, and other miscellaneous purposes. 

The Bonneville Power Administration and the other generating utilities in 
the Northwest are all interconnected and operate under informal arrangements 
as a coordinated pool for the purpose of making best use of all the power facili- 
ties installed in the region. Under these informal arrangements, the generating 
plants are so operated as to take the utmost advantage of diversities in stream- 
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flows and loads in the several watersheds to the mutual advantage of all the 
cooperating members. 

This group of utilities is known as the Northwest Power Pool and as a result 
of these cooperative operations, realizes benefits of some 600,000 to 1,000,000 
kilowatts of firm power in excess of the resources of the utilities under separate 
operation. The decisions of the operating committees of the power pool are 
not binding on any of the members but they all cooperate to the best interest 
of the region and to the benefit of each of the members. The result is savings 
in investment for all the utilities and to the people of the Northwest through 
the lower rates which are made possible by such cooperative operations. 

The Bonneville Power Administration at the present time has 2,193 perma- 
nent employees which are grouped into the Administrator's staff, 3 major di- 
visions, and 3 area organizations which include 4 districts, under the Opera- 
tions and Maintenance Division. The area headquarters are at Portland, 
Seattle, and Spokane. The organization form of the Administration is shown 
on exhibit 4. This organization, which functions primarily to market power, 
construct, operate, and maintain the transmission system of the Administra- 
tion, was established in its present form in 1954. 

The organization is a stable one and experiences only minor increases 
from year to year because of the expanding transmission and substation fa- 
cilities. Peaks in construction activities of the Administration are handled 
with the existing staff by means of design and construction contracts and 
temporary employees. This type of organization leads to efficient and eco- 
nomical operation in that the employees are in the career status and the annual 
turnover is a minimum. 

The Bonneville Administrator acts in consultation with an advisory board 
established by the Bonneville Act. This Board consists of representatives ap- 
pointed by the Secretary of War, the Secretary of the Interior, the Secretary 
of Agriculture, and the Federal Power Commission. The Administrator also 
counsels with a group of local people who are known as the Bonneville Regional 
Advisory Council. The Council, as it now exists, was established by the 
Administrator in 1955 to obtain a cross-section representation of the Northwest 
region to meet and advise with him on power matters. Its purposes are to: 

1. Provide a close working contact between the Administrator and the people 
of the region; 

2. Provide Bonneville with advice and opinion on problems and interests 
of the region on power matters; and, 

3. Provide a channel through which interested citizens and organizations 
may obtain an understanding of Bonneville’s policies and activities. 

The Council now comprises about 100 representatives of Northwest interests 
including business, industry, labor, agriculture, professions, State education 
systems, and the governors of the four Northwest States. Members are se- 
lected by organizations representing these interests and are recommended 
to the Administrator for approval. Selection of the members in this manner 
permits them to be as objective as possible in considering matters of impor- 
tance to the Northwest. 

The Council meets at least once a year, and oftener if circumstances make it 
desirable. A list of the members of the Council, and the organizations by 
which they were selected, is shown on exhibit 5. A copy of the bylaws under 
which the Council operates is designated exhibit 6. 

The Bonneville Administration, as previously mentioned, sells power from 
the Federal projects at wholesale to over 100 separate customers. These cus- 
tomers include REA-financed cooperatives, public utility districts, irrigation 
districts, municipalities, private utilities, large industrial users, and Federal 
agencies. The customers are located throughout the region in western Mon- 
tana, northern Idaho, the State of Washington, and the State of Oregon. 

Our load estimating staff collaborates with each of our distributor customers 
to determine their expected uses of residential, farm, small commercial, and 
large industrial consumers. Through these distributors, then, the Federal power 
projects will provide electric energy for new industrial uses. 

It is the policy of the Administration not to contract with any new large in- 
dustrial customers for direct service, but instead to serve any such customers 
who wish to locate in the area through our distributors. 

However, in order to protect the Federal power supply for residential and 
farm consumers, the Bonneville contracts provide that the Government will 
not furnish power to distributors for any new or additional industrial load 
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amounting to 10,000 kilowatts or more in any 1 year unless an adequate power 
supply is available. Without this provision one large industrial load added to 
a distributor’s system could cause BPA to find it necessary to immediately in- 
yoke the insufficiency clause. 

The so-called insufficiency clause, which is also included in our contracts, 
gives BPA the right, upon 5 years’ advance notice, to limit the amount of power 
supplied to all public agencies to the amount of power supplied to each agency 
during the preceding year. This clause, of course, will not be invoked until no 
power is available for the private utilities. The purpose is to insure an 
equitable distribution of Federal power at such time as the Government is un- 
able to provide power for the load growth of the preference customers. 

The estimated Federal power resources in the Northwest, the distribution 
of such resources to users and distributors and the estimated resources and re- 
quirements of the region’s other utilities for the years 1958 through the winter 
of 1968 are shown in three tabulations which, collectively, are designated ex- 
hibit 7. It will be noted in table 12 of exhibit 7 that the total area loads are ex- 
pected to be about 10,400,000 kilowatts by 1963, and nearly 13,700,000 kilowatts 
by 1968. The investments in electric generation and transmission facilities to 
supply these loads are estimated as follows: 


{In millions of dollars] 


| | ‘ 
| | | Federal and 
Federal ex- | Non-Federal | non-Federal 




















Period penditures | expenditures} additional Total 
committed committed | expenditures 
required 
1959-63... -- ; ef : 519 721 347 1, 587 
1964-68... .- £ a 268 48 ’ 1,377 1, 693 
10-year total......-. 787 | 769 | 1,724 3, 280 








The industrial power requirements of the Northwest as of 1955 and the esti- 
mated minimum and maximum requirements in 1980 are shown on exhibit 8. 

Because of the limited supply of power available to the Administration for 
sale to industry most of our industrial customers purchase blocks of interrupt- 
ible power on a “when available” basis. Many of the larger industries, particu- 
larly the aluminum plants, need larger quantities of firm power and are con- 
tracting with other suppliers to obtain such power either through direct pur- 
chase or through the sharing in the cost of new generating plants. It is the 
Administration’s policy to permit such purchases of firm power by our industrial 
customers when the supplying utility can provide the power. 

Under such conditions, BPA makes its transmission system available on a 
reimbursable basis for the delivery of the power purchased by our customers 
from other sources. The arrangements for the wheeling of power for the indus- 
tries, as well as others, will be discussed later. 

The Bonneville Administration has developed, in collaboration with the De- 
partment of the Interior and the Bureau of the Budget, a set of principles cover- 
ing service to our distributor customers. These principles have come into being 
step by step over the years and recently have been assembled and clarified. The 
statement of policy has been discussed with our customers and, while still in 
draft form, is practically ready for release in final form. The statement of 
customer service policy is designated as exhibit 9. 

Two features of the policy of major importance have to do with the deter- 
mination of the points of delivery which the Administration will provide for its 
customers, and the economic basis on which a point of delivery is established. 

The policy provides that, in order to qualify as a new point of delivery, a 
service must prove to be best supplied through a 115-kilovolt substation, and 
that BPA’s revenues from such service over a 10-year period must equal or 
exceed the 10-year annual cost of the incremental facilities required for the 
service. 

These determinations are made in collaboration with the customer involved. 
They are based on the 10-year load estimates of the customer and, usually sev- 
eral engineering studies are required to obtain the best solution to the problem. 

As I mentioned previously, quite a number of our customers are served by 
transfer over the facilities of other utilities. Such transfers avoid duplication 
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of plant investment and provide the transferring utility a reasonable compensa- 
tion for use of excess capacity in that portion of its system being used for the 
transfer. Similarly, the Administration transfers power to segregated sections 
of other utilities systems. 

With the start of construction in recent years of large non-Federal generat- 
ing plants, the utilities were confronted with the problem of delivering the 
power from these plants to load centers remote from the generating plant 
itself. The construction of high-voltage transmission facilities through an 
area which was already adequately covered by the Federal transmission grid 
and the transmission systems of other utilities would involve a wasteful dupli- 
eation of investments and impair the feasibility of the projects. This Admin- 
istration then, with the approval of Congress, entered into long-term firm 
wheeling contracts which, by use of the Federal grid, insures economic delivery 
of the non-Federal power to load centers often several hundred miles from 
the generating plants. A system of charges for such transmission was de- 
veloped on a uniform basis which assures adequate but not unreasonable com- 
pensation for use of the Government’s facilities. These charges are shown 
on a chart which is designated exhibit 10. 

Some of the utilities have decided that it would be better for their purposes 
to enter into shorter term wheeling agreements under arrangements which 
would utilize only the excess capacity in the Federal transmission lines and 
substations. The Administration proposes to make a uniform charge for this 
service based on the facilities used, but without obligation to provide any 
additional facilities. 

These contracts will contain a provision which permits the Administration 
to terminate the contracts upon 3 years’ notice (necessary time for the trans- 
feree to construct its own facilities) and which will permit the transferee to 
terminate the contract upon 1 year’s notice. Exhibit 11 shows the contracts 
which have been entered into and which have been proposed, the projects from 
which the power is being wheeled, and the charges. 

I have had prepared and am submitting as an addition to this statement 
two reports on financial issues which affect the operation of this Administra- 
tion. These statements contain information requested by Senator Neuberger. 


Mr. Peart. In your request for material you ask us to discuss the 
functional issues that arise in the choice of a permanent form of or- 
ganization for BPA, including financing, planning, budgeting, local 
participation in policymaking, and so forth. My staff has prepared 
such a document or exhibit, if you would like to call it that, and I 
would like to submit this, because there are many items in that, Sen- 
ator, and we have covered them all. I would like to submit that for 
the record. They will be covered, of course, briefly in some of our 
other testimony. 

Does that meet with your approval ? 

Senator Nevupercer. That is agreeable. They will appear in full 
in the hearing record. 

(The statement referred to follows :) 


FUNCTIONAL ISSUES INVOLVED IN BPA ORGANIZATION 


Senator Richard L. Neuberger’s letter of May 6, 1958, to the Secretary of the 
Interior asked for— 

“An analysis of the functional issues that arise in the choice of a permanent 
form of organization for BPA, including financing, planning, budgeting, local 
participation in policymaking, Federal fiscal and personnel policy control, co- 
ordination with other Federal, State, local, and nongovernmental activities, or 
any others which seem pertinent and important to BPA’s experts themselves.” 


I. FINANCING, BUDGETING, RATEMAKING, COST ALLOCATION AND RELATED FINANCIAL 
ISSUES 


Regardless of the form of permanent organization ultimately adopted, many 
issues will have to be resolved under these headings: Financing, budgeting, 
Federal fiscal control, cost allocation of multiple-purpose projects, accounting, 
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benefit-cost analysis, the fixing of charges for vendible products—for example, 
power—and the determination of payments to be made by the beneficiaries of 
Federal water resources programs—for example, water users On irrigation 
projects. 

The scope of the organization’s programs and responsibilities will, in turn, have 
a great bearing on the type and breadth of the problems involved under these 
headings. For example, if the organization is concerned solely with power de- 
velopment and marketing, the problems are fewer than if the organization is 
responsible for other water resources programs such as navigation, flood control, 
irrigation, watershed treatment, recreation, pollution control and so on. More- 
over, the power program’s problems will be influenced by whether or not the 
organization has or does not have a public-utility responsibility. 

Financing, of which budgeting is simply a part, can be accomplished by the 
present conventional congressional appropriation process or in part by means 
entirely outside of and independent of such appropriation process. Only a power 
program could be financed entirely outside the Federal appropriation process. If 
the conventional congressional appropriation process is used, the organization 
will face all of the problems and the hazards that such process encounters, in- 
cluding the vicissitudes of changing policy dependent upon the political party in 
power, economic conditions, local pressures, ete. 

If the organization is to be assigned by law a public utility responsibility, it 
must have authority to carry out such responsibility. This means, among other 
things, that it must be empowered to raise the capital necessary to install gen- 
eration capacity and construct transmission facilities necessary to meet its pub- 
lic-utility obligations. 

It also must be able to take such action with sufficient freedom and timeliness 
such that it can meet its obligations. Moreover, it must be able to meet its 
annual expenditures for operations, maintenance, replacements, interest on its 
debt, and sinking fund and principal maturities on its debt. Accordingly, it 
should be authorized to make use of its revenues to meet any of its expenditure 
obligations, whether for expenses, construction, interest or debt repayment. 

In order to meet a public utility responsibility, the organization should be 
authorized to finance its capital requirements on the open market as well as to 
use its revenues for its operations or construction. Moreover, the organization’s 
authority to proceed with such independent financing should not be circum- 
scribed by the conventional congressional approval or limitation processes. 

If the organization, with a public utility responsibility, obtains additional 
generation capacity by means of a hydroelectric project, how will the organiza- 
tion finance the nonpower phases of a dam and reservoir project? Presumably, 
this could be done by means of a contribution from the Federal Treasury for 
the portions of the costs allocable to nonpower programs. 

Nevertheless, this does present many difficulties and could be a very awkward 
problem for the organization. It would be impracticable for the organization 
to proceed with the financing of the power portion of a project until arrange- 
ments had been made for the Federal contribution for the nonpower compo- 
nents. It might be very difficult to accomplish the latter in sufficiently timely 
coordination for the organization to meet its power utility responsibility. 

Would the organization be required to depend entirely upon its ability to 
finance its power program in the open market, or would the legislation direct the 
Treasury to purchase the organization’s revenue bonds if that were necessary or 
more economical than open-market financing? Treasury purchase obviously 
would mean that the organization’s power financing would be reflected in the 
Federal debt. This would be undesirable to the extent that it may be deemed 
desirable to carry on the programs, particularly the power program, outside the 
Federal appropriation process and debt structure. 

If the organization is to have responsibilities for navigation, flood control, 
irrigation or other nonpower programs, particularly those that are nonreim- 
bursable in whole or in part, as currently is the case with all of them, additional 
problems arise with respect to financing. 

How will the organization obtain funds necessary for construction and opera- 
tion of the nonpower programs? Presumably, these would have to be financed by 
congressional appropriations. If financed initially from the proceeds of power 
revenue bonds or power revenues, it would be necessary to obtain appropriations 
to handle the nonpower shares of the bond obligations and reimburse the organ- 
ization for power revenues used for nonpower purposes. Hence, this would be 
tantamount to financing the nonpower requirements directly by congressional 
appropriations in the first instance. 
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Associated with any plan for the use of power revenue bonds would be the 
question of whether or not such bonds would be guaranteed as to principal 
and/or interest by the United States Government. Such a guaranty or lack 
thereof would have an important bearing on the cost of money to the organiza- 
tion. On the other hand, if the objective is to get at least the power financing 
out from under the Federal budget process and the Federal debt, the bonds 
could hardly be guaranteed in any way by the Federal Government or such ob- 
jective would in fact be defeated. 

It is questionable whether it would be practicable, however, to use power 
revenue bond financing without having the bonds fully guaranteed by the Federal 
Government. An earlier attempt along that line proved unsuccessful. Origi- 
nally, certain bonds issued by the Home Owners Loan Corporation were guaran- 
teed only as to interest. Subsequently, sagging market prices for these bonds 
resulted in sufficient pressure that legislation was enacted making them guaran- 
teed as to principal as well as interest. 

The allocation of the costs of multiple-purpose projects could become an im- 
portant issue in any organization depending in part upon outside financing. 
For example, it would be necessary to make an allocation of costs prior to the 
financing and the start of construction of a large multiple-purpose reservoir 
project. Without such a determination or other safeguards, it would not be 
possible to obtain independent financing through investment bankers. In the 
first place, there would be no way to determine the amount of power revenue 
bond financing required in the absence of a determination as to the portion of 
costs allocated to power. These issues obviously make the cost allocation 
problem highly important. 

Reference has been made to the problem of financing the nonpower portions 
of a project by one means in a coordinated and timely fashion with the financing 
of the power portion by another means. As of June 30, 1957, the Columbia 
River power system had an unpaid power investment of approximately $1.3 
billion for the operating projects. Within a few years this power investment 
will approach $2 billion. 

The existence of this large debt to the Federal Treasury offers at least an 
interim means of handling the financing of the combined power and nonpower 
program. The organization could be required to finance from revenues or the 
sale of power revenue bonds all of its programs, provided, however, that to the 
extent the organization used funds for nonpower purposes( operation, mainte- 
nance, replacements, or construction investment) it would be given credit toward 
repayment of this existing debt to the Federal Treasury. 

The new organization would assume this debt but only on the basis of its 
having a lien junior to any new power financing in the open market. It should 
schedule the return of this existing debt to the Treasury over a period of years 
and at a rate of interest both to be fixed by the Congress but subject to offsetting 
credits for nonpower expenditures made from power revenues or proceeds of 
power revenue bond sales. 

Because of the magnitude of the existing power investment yet to be repaid 
relative to the probably future nonpower fund requirements, this particular op- 
eration would require quite a period of years to liquidate the existing debt and 
thus for such period of years the entire program could be made completely in- 
dependent of the Federal Treasury. 

All Federal agencies are subject to a number of Federal fiscal and accounting 
controls. Hence, issues would arise as to the extent that the organization should 
be accountable to the Bureau of the Budget, the General Accounting Office, the 
Treasury Department, and the Federal Power Commission with respect to ac- 
counts, accounting systems, budgets, expenditures, and programs. Also, would 
the organization be subject to Federal regulations, including decisions by the 
Comptroller General, with respect to disbursements, procurement of supplies, 
equipment and services and so on? 

Major issues arise in connection with charges to be made for goods and services 
supplied by the organization. Obviously, rates would be developed for the sale 
of electric power. Also, it is to be expected that water users on irrigation proj- 
ects would make payments on account of the construction costs allocable to 
irrigation and for the annual operation and maintenance expenses of the irriga- 
tion works, including pumping power requirements. Present laws also require, 
in a very limited fashion, some contribution by the immediate beneficiaries of 
some flood-control develonment. This, however, is a broad issue that would 
require further examination. 
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Traditionally, charges have not been made for navigation benefit of Federal 
projects but it might very well be in order to examine the question of appropriate 
tolls for the use of locks at the multiple-purpose projects under the jurisdiction of 
the permanent organization. By the same token, charges should be developed for 
domestic and industrial water supply and possibly some fees should be charged 
tourists and other visitors at the projects. 

Independent financing of the power program may have a definite impact upon 
rate level requirements. sankers normally require that revenues provide a 
specified margin of safety over and above debt service requirements. Rates 
would have to be sufliciently high to cover this margin. If the present invest- 
ment of the Federal Government in the power program were to be made a junior 
lien to any new revenue bond financing, this coverage feature would automatically 
be obtained and would thus avoid the necessity for having rates in excess of mini- 
mum payout requirements. 

Power rate levels are an important and controversial phase of the water re- 
sources program. In addition to the level there is the question of independent 
regulation such as by the Federal Power Commission. At present, it is necessary 
to obtain FPC approval of rates for the sale of power from Corps of Engineers 
projects; but FPC does not have such rate approval authority with respect to 
Reclamation projects. 

The Bonneville Power Administration presently markets power from both 
Corps of Engineer and Bureau of Reclamation projects by means of an integrated 
transmission system and an integrated power marketing and rate policy. It 
would thus seem that the Federal Power Commission should either have juris- 
diction over all of the rates or none of them. Arguments may be advanced in sup- 
port of either position. 

The ratemaking issue also brings to the fore again the issue of cost aliocation. 
At the present time the Federal Power Commission is assigned by law responsi- 
bility for the allocation of the costs of some of the Corps of Engineer projects for 
which BPA is the marketing agent but not for the others, and also not for the 
Reclamation projects. For the latter the Secretary of the Interior has the re- 
sponsibility for cost allocations. For some of the Corps of Engineer projects, 
such as The Dalles, Chief Joseph, Albeni Falls, Detroit-Big Cliff, and Lookout 
Point-Dexter, no agency is expressly assigned cost allocation responsibility by 
the applicable statutes. 

The ratemaking problem in turn raises the issues of the basic ground rules 
governing the repayment of reimbursable construction costs and expenses. One 
issue to be resolved is the extent to which the investment should be interest 
bearing and how the rate of interest should be determined. Next, over what 
period should the capital investment be returned to the Treasury? ‘These is- 
sues are pertinent to all of the reimbursable programs but become even more 
complicated than is presently the case if the power program were to be fi- 
nanced in whole or in part by revenue bond financing in the open market. In 
that event, the terms of the bond issues would play an important part in de- 
termining repayment timing. 

As a practical matter, it might very well be necessary, or at least the most 
workable policy, to adopt conventional business-type depreciation cost account- 
ing at least for the power program in lieu of the present policy of repayment 
of power costs over arbitrary periods rather than over the service lives of the 
physical properties. 

Section 10 (f) of the Federal Power Act provides that licensees benefited by 
the upstream works of another licensee or of the Federal Government shall 
make an appropriate payment to the upstream project in accordance with a 
determination to be made by the Federal Power Commission. 

Under this legislation, Federal projects are paid for benefits furnished but 
do not have to pay for benefits received from non-Federal upstream projects. 
Legislation setting up a new or permanent organization for a Federal power 
or water resources program in the Pacific Northwest would have to resolve the 
issue as to whether or not the organization would pay for benefits it received 
from the upstream projects of other organizations. 

If the power component of the proposed organization were made independent 
financially or at least were made to be self-liquidating through power revenues, 
the question of economic benefit-cost analysis would become rather academic. 
The real test would be financial, not economic. In lieu of the conventional eco- 
nomic benefit-cost determinations, the organization would have to determine 
whether it could finance the expansion of its power program and could sell 
the product at rates sufficiently high to meet its power financial obligations. 
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On the other hand, however, the Congress should lay down policies to be 
followed in the determination of benefits and costs of at least the nonpower 
programs. Benefits and costs should be defined. It is particularly important 
to determine the extent to which indirect and intangible items are to be con- 
sidered. Guidelines should be laid down as to the period of years to be used 
for the measurement of benefits and costs. Should this be 50 years or 100 years 
or a longer period? 

Taxation is another issue that should be resolved because it has an important 
bearing on prices to be charged for goods and services supplied by the organi- 
zation. This issue has many facets. The organization could be made subject 
to taxation in the same manner as a private corporation, but would this apply 
to income taxes as well as ad valorem and other taxes? As an alternative, 
legislation could provide for payments in lieu of taxes either as a percentage 
of gross revenue or in accordance with other standards. 

Closely allied to the problem of taxation is the matter of the use of power 
revenues to assist in the return of the reimbursable costs of nonpower programs. 
For example, under present legislation power revenues furnish substantial assist- 
ance to irrigation programs in the repayment of costs allocable to irrigation. 
This is, in effect, a taxation on the power program. 

The irrigation programs presumably benefit the entire Nation and thus the 
financial assistance could be furnished by the general taxpayers. In fact, this 
is done to an extent in that investments in the irrigation programs are non-in- 
terest-bearing and thus the interest cost is borne by the Federal Government; 
or, in other words, by the general taxpayers. 

However, the same general policy might be followed with respect to the return 
of construction costs in excess of the repayment ability of the water users. At 
the present time this repayment responsibility is met by the power users and 
thus one segment of the beneficiaries of the irrigation projects is required to 
-arry a greater portion of the repayment responsibility than are the beneficiaries 
as a whole. 


Il. PLANNING, PERSONNEL, LOCAL PARTICIPATION IN POLICYMAKING, AND COORDI- 
NATION WITH OTHER FEDERAL, STATE, LOCAL, AND NONGOVERN MENTAL ACTIVITIES 


The following functional issues require consideration in power program plan- 
ning whatever the form of organization may be. 

The multipurpose development of the Columbia River and its tributaries must 
be planned as a whole. Only in this way can the functions of flood control, navi- 
gation, irrigation, power, fisheries enhancement and conservation, watershed, 
land, and forestry management, pollution abatement, and recreation be given 
properly related consideration and the overall best results achieved. A major 
means for this planning is now the 308 reports which are prepared jointly by the 
Department of the Army and other concerned agencies including the Adminis- 
tration. The Columbia Basin Interagency Committee likewise functions in an 
overall planning coordinating role. 

In addition to the overall plans, certain specific issues with respect to power 
program planning must be dealt with. These include: 

The future need for thermal generation, both conventional and atomic energy 
powered, in relation to the hydro projects must be determined. 

The fisheries enhancement and conservation program must be considered in 
relation to power development so that both resources may be properly developed. 

The adequacy of hydrometeorological data, and the ways and means for its col- 
lection must be studied to improve the knowledge of water supplies, and flows 
in the river for better water use. 

The effect of antipollution measures in relation to power must be scrutinized, 
particularly where reservoir operation becomes involved. 

New factors arising from multiple ownership of main-stem plants by non- 
Federal agencies must be taken into account. These include the problem of 
allocation of benefits and costs between upstream and downstream projects 
when these are in different ownerships. Problems of transmission system 
interconnection and wheeling to achieve the economies of integrated operation 
must also be considered. 

Power system operational plans must be made on a coordinated basis and 
the responsibility for operation for various purposes fixed clearly and properly. 

Transmission system planning must be done in close collaboration with 
customers. 
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Cost allocation for multipurpose projects must be made on a sound basis 
for power ratemaking as well as other purposes. 

With respect to personnel management, whatever the form of organization 
of the Administration, a full scope merit system is required. This would include 
formulation and issuance of personnel policies, position classification and pay, 
staffing, employee performance evaluation and employee development, employee 
relations and services, recognition and incentives, employee benefits including 
life insurance, retirement, and injury compensation, and personnel records 
and reports. 

Retention under the full scope of the Federal Civil Service Act and other 
Federal personnel laws including the Veterans Preference Act would require 
no departure from present procedures. 

‘stablishment of a full scope merit system outside the Federal civil service 
system would require the development or review for continuance and implemen- 
tation of policies and programs in all of the areas now covered in the Federal 
system. It would require particular attention to protection of rights of present 
employees under the present retirement system, special arrangements for trans- 
fers to and from the Federal service, as well as many others. 

Continued application of Federal civil service laws and the Veterans Prefer- 
ence Act of 1944 with exemption from the Classification Act of 1949 would 
permit the administration to establish its own pay scales. It would require 
special attention to reconciling Civil Service Commission qualification stand- 
ards with a classification plan not geared to the same scheme, as well as other 
matters. 

Local participation in policymaking is essential in the administration of 
the power program. The Bonneville Regional Advisory Council and relations 
as conducted with customers provide widespread local participation. 

Coordination with other Federal agencies is essential. At the present time 
this is conducted through work on the Columbia Basin Interagency Committee 
and through joint planning and working relationships. Coordination with the 
State governments is also essential and this is now arranged for through the 
representation of the governors of the seven Northwest States on the Columbia 
Basin Interagency Committee. Relations with local governments are handlea 
principally through relations with public agency customers which represent 
their local government units in dealing with the administration. 

Coordination with nongovernment agencies is essential likewise. This is 
now handled in part through the dealings with private utility customers of the 
Administration and their involvement in system planning activities. In addi- 
tion, the Bonneville Regional Advisory Council contains representation of many 
nongovernmental groups. 


Mr. Peart. You asked us for our financial results of operations. 
There again there are many figures and much detail. We have pre- 
pared this material to submit. It will be covered briefly in our dis- 
cussions this morning. Does that meet with your approval ? 

Senator Nevpercer. It certainly does, Dr. Pearl. 

It think it is very useful to have all of these documents in the rec- 
ord and then for you and your associates to paraphrase them in such 
manner as you want, both for the sake of brevity and clarity. But 
the entire documentation you have provided will appear in the record 
in full. 

(The statement referred to follows :) 


UNITED STATES COLUMBIA RIVER POWER SYSTEM 
SUMMARY STATEMENT OF FINANCIAL RESULTS OF OPERATIONS 


I. Introduction 


The term “Columbia River power system” has been adopted administratively 
to designate the integrated Federal power operation in the Pacific Northwest 
for which the Bonneville Power Administration is the power marketing agent. 
The system consists of the transmission network of the Bonneville Power Ad- 
ministration together with the power components of 17 Federal dam and reser- 
voir projects. 
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Upon completion, the 17 hydroelectric projects will have an aggregate in- 
stalled capacity of 7,714,250 kilowatts. As of May 15, 1958, 10 of these 17 
projects with 4,035,000 kilowatts of installed capacity have been completed and 
are in operation. Two others were partially completed as of that date, as of 
which time they had in service 1,235,000 kilowatts out of their total ultimate 
installed capacity of 2,143,000 kilowatts. In addition, five other projects are 
under construction but presently have no generators in service although they 
ultimately will have a total installed capacity of 1,536,250 kilowatts. 

The Bonneville Power Administration was established pursuant to the act of 
August 20, 1987 (50 Stat. 731), expressly for the purpose of marketing power 
from the Bonneville Dam project. Commercial power operations commenced 
in June of 1938 with the first sales of power from Bonneville Dam. The 
Administration was subsequently designated as the power marketing agent for 
Grand Coulee Dam, at which project the first commercial power production 
occurred in September 1941. Other projects have been added to the system 
from time to time beginning with Hungry Horse Dam in fiscal year 1953. 

The Administration reports the financial results of the power system’s opera- 
tions on two bases. The first is the accrued cost accounting basis followed gen- 
erally in the electric power industry in accordance with the system of accounts 
prescribed by the Federal Power Commission. This basis of accounting and 
reporting compares total revenues with the total expenses of operation, main- 
tenance, and interest, together with provisions for depreciation expense; that is, 
the recovery of the capital investment during the respective service lives of the 
various units of physical property. The second basis of reporting is designated 
as the “payout” basis. It compares cash receipts with the amounts that must 
be returned to the Treasury to cover expenses (operation, maintenance, inter- 
est, etc.) and to return the capital investment during the administratively 
established payout periods. Hence, the principal differences between the two 
sets of financial reports are (1) the use of accrued revenues in one case and cash 
receipts in the other, and (2) the repayment of the capital investment over the 
service lives of the facilities in the one case and over arbitrary payout or amor- 
tization periods in the other case. 


II. Financial results of operations on a cost accounting basis 

From the commencement of operation to and including June 30, 1957, the power 
system has had gross operating revenues of more than $529 million. These 
revenues have exceeded total expenses for operation, maintenance, interest, and 
depreciation by more than $104 million. These results are summarized briefly 
in the following tabulation : 


UNITED States COLUMBIA RIVER POWER SYSTEM 


Condensed summary of revenues and exrpenditures—Operating projects only 


Fiseal year Total to 

















1957 | June 30, 1957 
gies a icmnipenatbont ort a i 
Operating revenues: | 
Nee eee an rcladclawieweictbirmdinemienneanmes $64, 971,975 | $517, 734, 934 
een mehinigean nnn diatencmadub anes sacehacbnwenses 1, 427, 992 | 11, 470, 925 
NNN NOG sis SEER CCE Ss dards nic tecbcemansews | 66,399,967 | 529, 205, 859 
Expenses: | 
Operation, maintenance, etc....-.----------- i lal a a li | 16, 163, 379 | 141, 173, 646 
in sed ae asa pdr ed ad welbs mame tan ee A |} 20, 255, 154 | 121, 602, 831 
atari cnmrinasa nah aaessbevinankewndaesmepeee | 24,015, 702 161, 718, 043 
ee onic prenencehr Aieeiecyerutharmc Oneibid cand entrs icktenw ition | 60, 434, 235 424, 494, 520 
ee I oO 1k ede ebb cecaateweunueswabaradbobadsas | 5, 965, 732 104, 711, 339 





The accounts of the power system have been audited annually in accordance 
with independent business-type auditing procedures. To and including fiscal 
year 1952 the audit was made by one of the Nation’s leading public accounting 
firms. For 1953 and subsequent years the audit has been made by the General 
Accounting Office. The auditors’ reports have been published annually by the 
Bonneville Power Administration as part of its annual reports to the Congress. 
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III. Financial results of operations on a payout basis 


To and including June 30, 1957, the power system has returned more than 
$512 million of cash receipts to the United States Treasury. These receipts 
have been applied first to repayment of expenses (for operation, maintenance, 
interest, etc.) and then to the return of the capital investment. The amounts 
repaid through June 30, 1957 have been as follows: 


Expenses of operation, maintenance, ete___.__-__--_--_---__---_---- $123, 933, 335 
NONE | GND... bic cic —mtcinaig namin amgidenmmamngia 161, 718, 044 
DOUEER. OC CADISRL SAVORING co ccthicttcien nine teenededebenininn 226, 824, 704 


Total cash receipts returned to the United States Treasury. 512, 476, 083 


The capital repayment of $226.8 million shown in the foregoing tabulation 
exceeded the scheduled repayment requirement of $148 million by a total of 
$78.8 million. Although the capital repayment is thus ahead of schedule, it 
must be noted that all of these receipts have been paid into the Treasury and 
are thus not available to the Bonneville Power Administration to meet future 
repayment obligations. All of these cash receipts have been applied to the 
repayment of the power obligation as stated above, first to the payment of 
expenses and then to the return of the capital investment. 

Although the surplus or excess of actual repayment over payout require- 
ments is not available to meet future payments, this surplus does result in 
substantial benefit and savings from the point of view of future repayment 
and rate level requirements. First, interest expenses wiil be lower in the 
future than they otherwise would be because of the reduced amount of 
interest-bearing investment remaining to be paid. Second, the future schedule 
of repayments of the investment can be scaled down because of the extra 
payments that have been made in the past. It has been suggested that 
perhaps the surplus should be consumed by operating in the red for a number 
of years before placing into effect any rate increase that may be required 
in due course by increasing costs. At the other extreme it has been suggested 
that the entire ‘surplus should be preserved indefinitely by increasing rates as 
soon as it may become necessary to do so in order to avoid annual deficits. 
The Bonneville Power Administration has adopted a middle course between 
these extremes in its financial studies. The Administration calculates future 
repayment requirements over the remaining years of the payout periods 
after giving effect to the extra capital repayments made to date, thus obtaining 
lower future requirements by reason of the fact that the present unpaid balances 
are now lower than they otherwise would have been except for the substantial 
payout surplus that has been accomplished to date. 


Mr. Peart. We have in each case prepared a brief statement and 
we have also provided you with the detail backing up these general 
statements that we would like to make. 

Senator Neupercer. That will be fine. 

Mr. Prarw. Briefly, as you are aware, the function of the Bonne- 
ville Power Administration is to market Federal power from desig- 
nated Federal projects in the Pacific Northwest. In order to carry 
this out, of course it becomes necessary for us to construct, operate, 
and maintain transmission facilities, substations, and such other facili- 
ties as are necessary. 

Likewise, it becomes necessary for us to make load and resource 
studies. It necessitates us carrying out engineering planning, so that 
we will have transmission facilities available when Federal projects 
come in to carry this power to load centers. 

You are also aware that the construction of the Federal projects 
in the Northwest is carried out by the Corps of Engineers and Bureau 
of Reclamation. Likewise, they operate and maintain these projects. 

Bonneville picks the power up at the point of generation and carries 
it over a network to the load centers. Today we have in the North- 
west, by way of Federal generation, 5,270,000 kilowatts of power. 











230 BONNEVILLE PROJECT ACT AMENDMENTS OF 1958 


This power comes from 13 Federal projects that are now producing 
energy. 

There are under construction 4 projects that will be completed 
sometime prior to 1968 that will add to this and give us a total as 
of the time they are completed of 7,714,250 kilowatts of Federal gen- 
eration for which Bonneville is the marketing agency. 

Bonneville’s marketing area is Montana west of the continental 
divide, northern Idaho, Oregon, and Washington. This power that 
Bonneville markets is sold to 4 general types of customers; namely, 

ape. agencies, 9 private utilities, 11 other Federal agencies, and 

arge industries. This power is delivered to the customers at a 
ie of their selection, generally speaking, and it runs from 12,500 
volts to 230,000 volts. Bonneville has 255 points of delivery. 

We have nine points of delivery where we serve power to our cus- 
tomers over some other utility’s transmission system. 

We have 187 substations, and we have transformer capacity in the 
amount of 12,647,414 kilovolt-amperes. We have 7,658 circuit-miles 
of transmission that we consider high-voltage transmission. 

These circuit-miles are either 115, 230, or 345 kilovolts. 

There is invested in the Northwest today Federal funds, as of June 
30, 1957, of $2,041,400,000. This includes the costs allocated to power 
at the projects and the Bonneville transmission system. Bonneville’s 
investment as of that date amounts to $419,400,000. 

With the projects that are now under construction, this investment 
we estimate will be, when they are completed, a total investment of 
$3, 928,900,000, of which $666,400,000 will be in Bonneville trans- 
mission. 

I am submitting for the record exhibit 1 which gives the details of 
all of these figures. 
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° (Pear! exhibit No. 1 follows :) 
d Winuiam A, Peart Exurpit 1. MANAGEMENT Data Book—GENERATING 
System Data FEDERAL PLANT INSTALLATIONS 
iS 
1- United States Columbia River power system—existing installations 
il | | | Cumula- | Cumula- 
| tive name- |tive peak- 
it Project Stream Unit No. |Date in service} plate rat- | ing capa- 
‘ | | ing— bility— 
Y5 kilowatts |kilowatts! 
A eee ee ties nil | 
é Bonneville _ _ .--| Columbia River. _- cape Es | June 6, 1938 | 43, 200 | 53, 000 
11 _.| July 18, 1938 | 86, 400 106, 000 
0 | 4 | Dec. 23,1940 | 140,400 | 164, 000 
3 | Jan. 91941 | 194,400 | 222, 000 
| 5 Sept. 5, 1941 248,400 | 280, 000 
s- 6 | May 18, 1942 302,400 | 338, 000 
ne | Apr. 1, 1943 356, 400 396, 000 
--| June 16,1943 | 410,400 | 454, 000 
he 19 | Sept. 15, 1943 464,400 | 512, 000 
? | 10 Dec. 15,1943! | 518,400! 570, 000 
es | Service 0......| Sept. 28, 1937 4, 000 4, 000 
Grand Coulee... | do. : ; L-3... | Sept. 28, 1941 | 108,000 | 124,600 
L-2... | Jan. 29,1942 | 216,000 | 249, 200 
I-1. ...-| Apr. 7,1942| | 324,000| 373,800 
Shasta 7....._.| Feb. 25,1943 | 399,000 | 463,800 
ne Shasta 8__- | May 7, 1953 | 474, 000 553, 800 
| L-6...........] Aug. 9, 1048 582,000 | 678, 400 
er | L-5... | Nov. 8, 1943 690, 000 803, 000 
Ye | Tot. | Feb. 12, 1944 798,000 | 927, 600 
25 Shasta 8?_....| Dec. 3, 1945 | 723, 000 837, 600 
Shasta 7?.....| Jan. 16, 1946 | 648,000 | 747, 600 
I-17... | Oct. 19,1947 756,000 | 872, 200 
nt. ina... ; | Feb, 12,1948 | 864,000 | 996, 800 
f L-0... Apr. 23,1948 | 972,000 | 1, 121, 400 
oO 4s os: | May 5, 1949 | 1, 080, 000 | 1; 246; 000 
1S- R-2...- | July 13,1949 | 1, 188,000 | 1,370, 600 
R-3__._.----._| Sept. 30,1949 | 1, 296, 000 | 1, 495, 200 
R-4...... Apr. 14,1950 | 1, 404,000 | 1,619, 800 
f | R-5. July 13,1950 | 1,512,000 | 1,744, 400 
O | R-6- Oct. 7,1950 | 1,620,000 | 1,869, 000 
R-7. ; Apr. 13,1951 | 1,728,000 | 1, 993, 600 
| R-8. |; June 1,1951 | 1,836,000 | 2, 118, 200 
R46... | Sept. 14,1951 | 1,944,000 | 2, 242, 800 
Service LS-1_.| Mar. 22, 1941 | 10, 000 11, 200 
Service LS-23_| do- 20, 000 | 22, 400 





Service LS-33_| Jan. 24, 1951 30, 000 33, 600 


Hungry Horse-.----- | South Fork Flathead River. 





| 
ee ere tee ee | Oct. 29, 1952 71, 250 82, 000 
See ee Dec. 1, 1952 142, 500 164, 000 
Pcs ak pada ic ane | July 22, 1953 213,750 | 246, 000 
Go cnccacances] CG ae 285,000 | 328,000 
NO danaimsisinnnints North Santiam River-.-...--| Ret hastencel | July 1,1953 | 50, 000 57, 500 
tS. cocuccosssca) OR Dee 100, 000 115, 000 
Bis Cit: ......-..... fo a RS a EN Pe 18, 000 20, 700 
Lookout Point ---- | Middle Fork Willamette | 3._......-- ..--| Dec. 16, 1954 | 40, 000 46, 000 
| River. td thdantae | Feb. 16,1955 | 80,000} 92,000 
DS ec bade ties | Apr. 25, 1955 120, 000 138, 000 
Dee. Sais ele ies od ....----| May 19, 1955 15, 000 17, 250 
Albeni Falls........| Pend Oreille River-......_-- Pe _...| Mar. 25, 1955 14,200 | 16,300 
Lee 3 -----| May 16, 1955 28,400 | 32, 700 
PR ...----| Aug. 6, 1955 | 42,600 | 49,000 
Chandler......... --| Yakima River...........-- Fac oiatteh ataiealoede | Feb. 13, 1956 | 6, 000 6, 000 
bb siaahganaiiacaded 5 SS 12, 000 | 12, 000 
MeNary...........-| Columbia River-_-..._.-..- he cavnesatqns di) MOVs Ian A 70, 000 80, 500 
pigcsetts 2 3 Dec. 28,1953 | 140,000 | 161, 000 
re . wxonneee| Ape. 10,1084; 210,000 | 241, 500 
C.F ears June 16,1954-| 280,000 | 322, 000 
5.....--.......| Sept. 23,1954 | 350,000 | 402, 500 
Gs... __...| Dee. 30, 1954 420,000 | 483, 000 
7 a Feb. 28,1955 | 490,000 | 563, 500 
Re Apr. 28,1955 | 560, 000 644, 000 
eee Aug. 1, 1955 630, 000 724, 500 
.... _.| Oct. 12,1955 700, 000 805, 000 
Me... _..| Apr. 7, 1956 770, 000 885, 500 
12 ...-| Apr. 19, 1956 840, 000 966, 000 
a... ; _| Feb. 8, 1957 910,000 | 1,046, 500 
14 > __.do mS 980, 000 | 1, 127,000 
Service 01.....) May 29, 1953 3.000 3, 450 
Service 02 do a 6, 000 6, 900 


See footnotes at end of table, p. 232. 
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Wiuuram A. Prearu Exursit 1. MANAGEMENT Data Book—GENERATING 
System Data FEDERAL PLANT INSTALLATIONS—Continued 


United States Columbia River power system—evisting installations—Continued 


| | Cumula- | Cumula- 
tive name- |tive peak- 
Project Stream | Unit No. Date in service, plate rat- | ing capa- 
ing | bility— 
| | kilowatts |kilowatts! 
i 














Chief Joseph_--.--- Columbia River--........--- RR io ....| Aug. 20, 1955 64, 000 | 76, 250 
(Substructure Ti eine ..--do i 128,000 | 152, 500 
space for 11 addi- |} 10_............] Aug. 28,1955 | 192,000 | 228,750 
tional units). eet ate: ....-| Nov. 16, 1955 256, 000 305, 000 
| weetce ....-| Aug. 9, 1956 | 320,000 | 381, 250 
Ne eieg a ak Oct. 3, 1956 384,000 | 457, 500 
Ta atic Nov. 22, 1956 | 448,000 | 533, 750 
eee ae 512,000 | 610,000 
eens bene Apr. 13,1957 | 576,000 | 686, 250 
i dnciaginniecwes June 6, 1957 | 640,000 | 762, 500 
15_. Aug. 10, 1957 | 704, 000 838, 750 
16 Oct. 12, 1957 768, 000 915, 000 
4 Jan. 16,1958 | 832, 000 991, 250 
a ee 896,000 | 1,067, 500 
7 bead Seem gaat 960,000 | 1, 143, 750 
ie Aitabaewknektsasce | 1,024,000 | 1, 220, 000 
Service 01__...| June 10, 1955 2, 400 3, 000 
| Service 02 Sept. 18,1955 4, 800 6, 000 
ee Eo etna lenacel Re Fishway 1....| May 13, 1957 13, 500 | (4) 
(Substructure | Fishway 2....| June 3, 1957 | 27,000 | (‘) 
space for 8 addi- | ee rae ee 105, 000 89, 700 
tional units.) i micas Nov. 1, 1957 183, 000 179, 400 
ae : Feb. 1,1958| 261,000 269, 100 
et an oaacnek eawe ene pas 339, 000 358, 800 
| Rita S idee cst ecihdewdes 417,000 | 448, 500 
| Ml a aaa 495,000 | 538, 200 
De ce aera cel tenia saat 573,000 | 627, 900 
8 sth eid i 651,000 | 717,600 
9 a < 729,000 | 807,300 
| Od eon. cche Rado Riis Ion vols wrest 807,000 | 897,000 
11 ; 5 885,000 | 986, 700 
12 et aisaalcieat oceabektibas wre 963,000 | 1,076, 400 
it i istien dsl eaeaaeneses 1,041,000 | 1, 166, 100 
Re aoa cnatniccoe aa . 1,119,000 | 1, 255, 800 
Service 01 Apr. 5, 1957 3, 000 3, 450 
| Service 02 Apr. 9, 1957 6, 000 6, 900 
ee rae Vakeen eee... =. <>... 1 pm acest athe ade 11, 250 | 11, 250 





1 Maximum peaking capability at normal full-pool elevation and full-gate tail water. 
2 Removed. 

32 Grand Coulee station service units are available for load. 

* The Dalles fishway units are not dependable for peaking. 


Source: Branch of System Operations and Power Resources, Feb. 20, 1958. Revision schedule: 
Semiannually. 


Mr. Peart. I would also like to submit for the record exhibit 2 
that gives the name, contract dates, power contracted, and all the 
detail insofar as our customers are concerned. I think this was one 
of the items that the Senator asked for in his request. That is exhibit 
No. 2. 

Senator Nevspercer. All of these items will appear in the record in 
full. 

(Pearl Exhibit No. 2 follows :) 
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Organization of 
BONNEVILLE POWER ADMINISTRATION gueioe re 
J. Lane Morthland 


BONNEVILLE REGIONAL 
ADVISORY COUNCIL 
PROGR 








REGIONAL SOLICITOR 
Raymond C. Coulter 


General Counsel 


WASHINGTON, D. C., OFFICE ae 
Morgan D, Dubrow 















DIVISION OF OPERATIONS & MAINTENANCE 
M, Evans, Director 
H. J. Ashe, Asst. to Director 
B. Goldhammer, Commercial Oper. Officer 


BRANCH OF SYS. OPER. & POWER RES. 






DIVISION OF ENGINEERING 
E. C. Starr, Chief Engineer 
E. L. White, Deputy Chief Engineer 


W.H.Kansler, Asst.to C.E., Const. K. M. Klein, Const. Prog. Coord. 
















BRANCH OF SYSTEM ENGINEERING 
0. A. Demuth J. P. Jolliffe 
E. J. Harrington, Technical Advisor J. O. Swanson, System Oper. Officer 
H. M. Mcintyre, Hydraulic Oper. Officer 
System Planning Section 
G. C, Conner BRANCH OF CUSTOMER SERVICE & 
POWER REQUIREMENTS 
System Control & Protection Section 
F. A. Riet P. H. Williams 
System Analysis Section 
Em. Corts BRANCH OF MAINTENANCE 
C, J. Slatt 
BRANCH OF LAND 
J. ¥. Mulcahy 
BRANCH OF PLANT SERVICES 
J. J. Sitton 
BRANCH OF CONSTRUCTION 
V. E. Taylor Shop & Property Maintenance Section 
Substation C astien 8 on O. E. Johnston 
E. W. Start Technical Laboratory Section 
Line Construction Section G. E. Smith 
. D. Bell Transportation & Equipment Section 
J]. B. Mcintosh 
BRANCH OF DESIGN 
R, F. Stevens Tool Room Section 
C. H. Bjorquist, Asst. Chief D. Pence 
Substation Design Section 
F, J. Maas 
Electronics & Communications Unit 
T.W. id AREA OFFICES 
Station Projects Unit 
F.H. Davis 
Architectural, Civil, & Mechanical Unit PORTLAND SPOKANE 
D. C. Marquez W. A. Galbraith J. J. Mangan 
Eugene District Walla Walla District 
Drafting & Graphics Section L, A. Moore R, J. Tallman 
W. W. Biglin 
Kalispell District 
H. M. Cantrell 
Transmission Design Section 
F.W. Farr 
Civil Engineering Unit 
L. 8. Tubbs 
Line Projects Unit 
M, W. Belsher 


1/ Additional duty as Director of Personnel Management. 








Wm. A. Pearl Exniet 
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Mr. Peart. I have also given you the overall financial figures. 
And I would like to submit exhibit 3, which gives the detail and the 
breakdown of these financial figures. 

(Pearl Exhibit No. 3 follows:) 


ASST, TO ADMINISTRATOR 
Harvey M. Sutter 


PROGRAM COORDINATOR 
W.H. Marple 
INFORMATION OFFICER 
Wilbur D, Staats 
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Columbia River power system—Capital investment 


{In millions] 


| Amount and tentative allocation of estimated ultimate 
capital investment 




































| Capital Sli ere oo ne et pee seg A URE. SOME 
invest- | 
Project | ment as of | , + Irriga- | Fish = 
DMINISTRATIVE June 30, | lood | Navi- | tion and ecre- 
=e sai Ostrander Abe mtergg ts 1957 | Total | Power | control} gation | and og ation | Other 
° ° | } | water e 
R, E, Williams, Deputy Director 1/ | | supply 
J. F, Adamson, Asst. to Director O. L. Ihrig, Asst. to Director MEG) Ps hhsd 2h eoreraee | e 
BRANCH OF BUDGET & MANAGEMENT Bonneville Dam__._..-- | $86. 7 | 
Prin, Bdgt. Ofcr. Prin. Mgmt. Ofcr, Columbia Basin 
D. G. Worth P, M. Mayer (Grand Coulee) __.._-- 513.4 | 
Hungry Horse....._..-- 107. 6 | 
Albent Pails. .....<.<s- 31.3 
BRANCH OF FINANCE & ACCOUNTS Detroit-Big Cliff... 65.8 
J. J. Pachot MONEY .ccunnceucces- 304.0 | 
Lookout Point-Dexter_. 92.5 
Constructive Accounting & Audit Section Chief Joseph..........-. 148.8 | 
A, A, Oderman Chandler. -......- teicaioickie 14.2 
STNG CR enn ccescnses 217.3 
Accounting Section 360 TRGUNGG. ds sedes cums 11.4 
W. 5S. Dalton COUR ied ccccnccccenecs 2.4 
| Er 23.3 | 
Plant Records Section Hills Creek............. 3.3 
J. H. Perry FONE TIS sce ccccceasss is emanpatia a 
Disbursement Audit Section Subtotal 4622.0 |; 
J. BE. Perry Bonneville Power ‘ j 
Administration —_-_-.._- SIRS) COR FING bo se eincn bececkiet cowiase |--------|-------- Sraathsaed 
BRANCH OF PERSONNEL MANAGEMENT FRM voc tawamnwes 2,041.4 |3, 228.9 {2,287.4 | 155.0 | 160.7| 623.9] 1.2 Se 5 
R, E. Williams Ff | | | | i 


C. E. Cartwright 


Labor Relations & Safety Section 
W. Dale Eddingta 


Classification & Program Evaluation Sec. 
V. H, English 


Personnel Services Section 

















Mr. Peart. In the Pacific Northwest we have what we call the 
Pacific Northwest power pool. This is a voluntary coordination 
wherein the generating utilities in the Northwest take advantage of 


H, E. Alanson, Jr. diversity. As a result of this voluntary coordination there is avail- 
Career Development & Training Section able between 600,000 and 1 million kilowatts of what might be called 
L. N. Rudin 


BRANCH OF SUPPLY 


BRANCH OF ADMINISTRATIVE SERVICES 
A, Clyde Leggatt 


additional firm power in the Northwest area. 
Bonneville has 2,193 employees. We are operating on what we call 


J. M. Rathbun a stable employment basis. Our staff grows in proportion to the 
- - physical plant, but our peaks we have elected to carry by way of 
L. C. Stewart contracting or temporary employees. In other words, this has given 
Material Control Section us a stable employment since the reorganization in 1954. 
Wenatchee District E. E. Lacasse 


The reorganization—I thought you would be interested in a chart 
indicating how it has been worked out. Bonneville activities are 
divided into 3 divisions, and we have 8 area offices as well, and we 
have 4 district offices. 


ea” I would like to submit exhibit 4 which gives you an outline of our 
Office Service Section organizational chart. 

J. J. Callison ( Pear] exhibit 4 faces this page.) 

Reproduction Section 

D. EB. Remington 


Mail & Files Section 
R, P, Wilkinson 


Branch of Budget & Management 
Rev, February 7, 1958 
85242 


(6ez°d e0ea) BS- O CEEBZ 


ny 4 


Organization of 
BONNEVILLE POWER ADMINISTRATION | dua a 


BONNEVILLE F 
ADVISORY C' 


REGIONAL SO) 
Raymond C. ¢ 


General Cor 


DIVISION OF ENGINEERING 
E. C, Starr, Chief Engineer 
E. L. White, Deputy Chief Engineer 
W.H.Kanzler, Asst.to C.E., Const. K. M. Klein, Const. Prog. Coord 


BRANCH OF SYSTEM ENGINEERING 
O. A. Demuth 
E. J. Harrington, Technical Advisor 


System Planning Section 
G. C, Conner 


System Control & Protection Section 
F. A. Riebe 


System Analysis Section 
J. R. Curtin 


BRANCH OF LAND 
J. V. Mulcahy 


BRANCH OF CONSTRUCTION 
V. E. Taylor 


Substation Construction Section 
E. W. Start 


Line Construction Section 
J. D. Bell 


BRANCH OF DESIGN 
R, F. Stevens 
C. H. Bjorquist, Asst. Chief 


Substation Design Section 
F, J. Maas 


Electronics & Communications Unit 
T. W. Stringfield 


Station Projects Unit 
F. H. Davis 


Architectural, Civil, & Mechanical Unit 
D, C. Marquez 


Drafting & Graphics Section 
W. W. Biglin 


Transmission Design Section 
F. W. Farr 


Civil Engineering Unit 
L. 8. Tubbs 


Line Projects Unit 
M. W. Belsher 
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Mr. Peart. I have also given you the overall financial figures. 
And I would like to submit exhibit 3, which gives the detail and the 
breakdown of these financial figures. 

(Pearl Exhibit No. 3 follows :) 
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Columbia River power system—Capital investment 


{In millions] 


Amount and tentative allocation of estimated ultimate 
capital investment 
Capital 
invest- | | | 
| ment as of | Irriga- | 
June 30, | Flood | Navi- tion and 


Project 


1957 | Total | Power | control} gation | and | wild- i Other 
| | | water | life 
| supply 


Bonneville Dam 7 | $86.7 
Columbia Basin 
(Grand Coulee) 513. 782. 
Hungry Horse... u j 
Albeni Falls__-- a 31. 2 32. 
De troit- Big Cliff_- on if 66. 


Cosbaut Point-Dexter _ - 92. 93. 
Chief Joseph 8 
Chandler : #, 14. 
The Dalles... - ‘ 
Ice Harbor__.- ot 
2 ES 2. 42. 
Roza 23.3 | 24. 
i 3. 41. 
383. 
Sabtotal.......... 1, 622, 0 2, 562. 
Bonneville Power | 
Administration 419.4 | 666.4 | 





WOO DWMWOW-"1DWDWLhH AO 


Total O41 {3, 3, 228.9 |2, 287. 

Mr. Peart. In the Pacific Northwest we have what we call the 
Pacific Northwest power pool. This is a voluntary coordination 
wherein the generating utilities in the Northwest take advantage of 
diversity. As a result of this voluntary coordination there is avail- 
able between 600,000 and 1 million kilowatts of what might be called 
additional firm power in the Northwest area. 

Bonneville has 2,193 employees. We are operating on what we call 
a stable employment basis. Our staff grows in proportion to the 
physical plant, but our peaks we have ‘elected to carry by way of 
contracting or temporary employees. In other words, this has given 
us a stable employ ment since the reorganization in 1954. 

The reorganization—I thought you would be interested in a chart 
indicating how it has been worked out. Bonneville activities are 
divided into 3 divisions, and we have 3 area offices as well, and we 
have 4 district offices. 

I would like to submit exhibit 4 which gives you an outline of our 
organizational chart. 

( Pear] exhibit 4 faces this page.) 
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Mr. Peart. The Bonneville Act stipulates that the Bonneville Ad- 
ministrator should work in consultation with an advisory board to 
be composed of 1 man selected by the Department of the Interior, 
1 by the Corps of Engineers, 1 by the Federal Power Commission, 
and 1 by the Department of Agriculture. 

We have such an advisory board and have been working closely 
with them over the last 5 years. Also, Bonneville has what we cail 
an advisory council. This is a group from the Northwest that we 
counsel with and meet with once or twice a year. There are 100 
members on this council that are selected from business, industry, 
labor, agriculture, the professions, education, and we have asked the 
governors in the Bonneville marketing area to designate someone to 
represent them on this advisory council. 

I would like to submit for the record exhibits 5 and 6 that give 
you the names of the members of this advisory council, and the pl: un 
of organization and procedure. 

These men are not selected by the Administrator but rather are 
proposed by the organizations in the area which I have previously 
named. 

(Exhibits 5 and 6 follow :) 
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MEMBERSHIP, BONNEVILLE REGIONAL ADVISORY COUNCIL, PORTLAND 







AREA 


STEERING COMMITTEE 































David C. Duncan Waldo Porter, Jr. 
D. J. McLellan H. Loren Thompson 
Victor P. Morris 





Member Representing— 
Henry Alderman, Northwest Ruralite, Public power: Oregon Rural Electric 
Portland 7, Oreg. Cooperative Association. 
James H. Cellars, executive secretary, Fish and game—Commercial fisheries: 
Columbia River Salmon & Tuna Columbia River Salmon & Tuna 
Packers Association, Post Office Box Packers Association. 


60, Astoria, Oreg. 

David B. Charlton, Charlton Labora- Fish and game—Sports fish and game: 
tories, Inc., 2340 Southwest Jeffer- Isaak Walton League. 
son St., Portland 4, Oreg. 

David C. Duncan, Route 1, Post Office Portland Chamber of Commerce. 
Box 915, Beaverton, Oreg. 

David Don, chief engineer, Oregon Pub- State of Oregon. 
lie Utilities Commission, Salem, Oreg. 

Chester C. Dusten, director, region 21, Labor: AFL-CIO. 
AFL-CIO, 404 Woodlark Bldg, Port- 
land 5, Oreg. 

A. J. Glassow, Brooks-Scanlon, Inc., Industries—Lumber manufacturing: 
Bend, Oreg. Western Pine Association. 

Charles A. Hart, Hart, Spencer, McCul- Transportation—Railroads: Oregon 
loch, Rockwood & Davis, Yeon Bldg., Railroad Association. 
Portland 4, Oreg. 

James F. Kavanaugh, Dean Vincent, Finance—Investment Banking: Mort- 
Inc., 333 Southwest Park Ave., Port- gage Bankers Association. 
land, Oreg. 

R. E. Kerr, chairman, Land and Water Agriculture—Farm bureaus: Oregon 


Use Committee, Oregon Farm Bureau Farm Bureau Federation. 
Federation, 2020 River Rd., Eugene, 
Oreg. 


G. E. Kibbe, 8706 North Bradford St., Construction: Associated General Con- 
Portland 13, Oreg. tractors, Portland. 
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MEMBERSHIP, BONNEVILLE REGIONAL ADVISORY COUNCIL, PorTLAND AREA—Con. 


Member 


Robert R. Knipe, manager, 
Trucking Associations, 
Northwest 19th Ave., 
Oreg. 

C. Howard Lane, managing director, 
KOIN-TYV, Portland 1, Oreg. 

J. D. Leland, vice president, Interna- 
tional Paper Co., Long-Bell Division, 
Longview, Wash. 

Elmer McClure, master, Oregon State 
Grange, 1135 Southeast Salmon St., 
Portland 14, Oreg. 

D. J. McLellan, engineer, State Hydro- 
electric Commission, Salem, Oreg. 

J. T. Marr, executive secretary, Oregon 
State Labor Council, Labor Temple, 
Portland 1, Oreg. 

Robert R. Michael, professor, School of 
Engineering, Oregon State College, 
Corvallis, Oreg. 

Victor P. Morris, dean, School of Busi- 
ness Administration, University of 
Oregon, Eugene, Oreg. 

H. O. Nelson, Northwest Division Su- 
perintendent, California Packing 
Corp., Post Office Box 2109, Portland, 
Oreg. 

Gus Norwood, executive secretary, 
Northwest Public Power Association, 
212 West 13th at Columbia St., Van- 
couver, Wash. 

Waldo Porter, Jr., Northwest power 
manager, Aluminum Company of 
America, Vancouver, Wash. 

Frederick L. Ritter, Oregon Meat Coun- 
cil, 210 Livestock Exchange Bldg., 
Post Office Box 186, North Portland 
10, Oreg. 

Lew S. Russell, general manager, Tide- 
water-Shaver Barge lines, 2609 N. E. 
Marine Drive, Portland, Oreg. 

W. Arthur Steele, editor and publisher, 
Clatskanie Chief, Clatskanie, Oreg. 

George Tate, Stayton, Oreg________-___ 


Oregon 
Ine., 1401 
Portland 9, 


H. Loren Thompson, Stevens & Thomp- 
son, 732 Southwest Third Avenue, 
Portland, Oreg. 

George R. Walker, 11540 Southwest 
Highway 217, Tigard, Oreg. 

Frank M. Warren, Jr., president, Port- 
land General Electric Co., Portland, 
Oreg. 

W. C. Winslow, Winslow, Harland, 
Winslow & Gabriel, attorneys at law, 
406 Masonic Building, Salem, Oreg. 

Ralph S. Wittenberg, Grandma Cookie 
Co., 1806 North Williams Avenue, 
Portland, Oreg. 


Representing— 


Transportation—Bus and truck: Ore- 
gon Trucking Association. 


Press and radio—Radio-TV: Oregon 
State Broadcasters Association. 
Industries—Lumber manufacturing: 


Douglas Fir Plywood Association. 


Agriculture—Granges : 
Grange. 


Oregon State 


State of Oregon. 


Labor—AFL-CIO: Oregon State La- 
bor Council. 


Education: Oregon State system of 
higher education. 


Do. 


Industries—Food processing: North- 
west Canners & Freezers Associa- 
tion. 
Public power: Northwest Public 
Power Association. 


Industries—Aluminum : Aluminum 
Company of America and Reynolds 
Metals Co. 

Industries—Food processing: Oregon 
Meat Council. 


Transportation—Barge lines. 


Press and radio—Newspapers: Oregon 
Newspaper Publishers Association. 
Agriculture—Farmers unions: Oregon 
State Farmers Union. 
Professions—Engineering: 
sional Engineers of Oregon. 


Profes- 


Service groups—Retail trade: Oregon 
State Retailers Council. 
Power—lInvestor-owned utilities. 


Professions—Law: Oregon State Bar. 


General manufacturing—Columbia 
Empire Industries. 
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MEMBERSHIP, BONNEVILLE REGIONAL ADVISORY COUNCIL, SEATTLE AREA 


STEERING COM MITTEE 


Miner H. Baker 
Don L. Cooney 
Charles Monson 


Member 
Miner H. Baker, vice president, and 


economist, Seattle First National 
Bank, Seattle, Wash. 
Ken Billington, executive secretary, 


Washington Public Utility Districts 
Association, 1511 Tower Building, 
Seattle, Wash. 

Earl Coe., director, State Department 
of Conservation, Olympia, Wash. 

A. B. Comfort, Comfort, Davis & 
Glangy, 915 Pacific Avenue, Tacoma, 
Wash. 

Don L. Cooney, 300 Spokane Street, 
Seattle, Wash. 

Tom Croson, vice president, commun- 

ity and public relations, West Coast 

Airlines, Boeing Field, Georgetown 

Station, Seattle, Wash. 

R. Durkee, western vice president, 

National Society of Professional 

Engineers, 450 Federal Office Build- 

ing, Seattle, Wash. 

C. A. Erdahl, chairman, Pacific North- 
west Utilities Conference Committee, 
503 Rust Building, Tacoma, Wash. 


K 


L. 


Francis W. Flynn, resident manager, 
Crown Zellerbach Corp., Port An- 
geles, Wash. 

James K. Hall, professor, University 


of Washington, Seattle, Wash. 

Ofell H. Johnson, Croson, Johnson & 
Wheelon, United Pacific Building, 
room 900-906, Seattle, Wash. 

Robert D. Keith, vice president, Pacific 
National Bank, Seattle, Wash. 

Alfred McBee, Mount Vernon, Wash__-_- 


Charles Monson, superintendent, sys- 
tem operations, Puget Sound Power 
& Light Co., 860 Stuart Building. 

Jay Morrison, special assistant to vice 
president, engineering, Boeing Air- 
plane Co., plant 2, Seattle, Wash. 

Ronald A. Murphy, vice president and 
general counsel, Washington State As- 
sociation of Broadcasters, White- 
Henry-Stuart Building, Seattle, Wash. 

A. Lars Nelson, master, Washington 
State Grange, 3104 Western Avenue, 
Seattle, Wash. 

William F. Paddock, Graystone of 
Seattle, 1830 Broadmoor Drive, Seattle, 
Wash. 


Edward N. Phelan, manager, Retail 
Trade Bureau, Seattle Chamber of 


Commerce, Seattle, Wash. 
Truman Price, supervisor, Division of 
Power Resources, State Department of 
Conservation, Olympia, Wash. 


P. C. Spowart 
Harold Wessman 


Representing— 
Seattle Chamber of Commerce. 


Public power: 
Association. 


PUD’s 


Washington 


State of Washington. 
Tacoma Chamber of Commerce. 
Construction—Associated 


Contractors, Seattle. 
Transportation—Air. 


General 


Professions—Engineering : Profes- 
sional Engineers of Washington. 


Power: Pacific Northwest Utilities 


Conference Committee. 


Pulp and paper: Pacific Coast Asso- 
ciation of Pulp & Paper Manufac- 
turers. 


Professions—Economists : Western 
Economie Association. 
Development association: Pacific 


Northwest Trade Association. 
Finance—Commercial banks: Wash- 
ington Bankers Association. 
Professions—Law: Washington State 
Bar Association. 


Power—Investor-owned utilities. 


Industries—Aircraft. 


Radio-TV : Washing- 
of Broadcas- 


Press and radio 
ton State Association 
ters. 

Agriculture—Granges : Washington 

State Grange. 


General manufacturing—Association 
of Washington Industries. 


Service-groups—Retail trade. 


State of Washington. 
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MEMBERSHIP, BONNEVILLE REGIONAL ADVISORY COUNCIL, SEATTLE AREA—Con. 


Member 

Donald V. Redfern, general manager, 
adhesive, resin and chemical division, 
American Marietta Co., 3400 13th Ave- 
nue SW., Seattle, Wash. 

Lew Selvidge, executive secretary, Allied 
Daily Newspapers of Washington, 201 
Rockway-Leland Building, Olympia, 
Wash. 

Harry L. Shaw, vice president, Olympic 
National Life Insurance Co., 914 Sec- 
ond Avenue, Seattle, Wash. 

Harold Slater, secretary-treasurer, 
Washington State Labor Council, 
2419 Second Avenue, Seattle, Wash. 

William R. Smith, 305 East 11th Street, 

Vancouver, Wash. 

P. C. Spowart, assistant superintendent, 
Seattle City Light, Seattle, Wash. 

Charles M. Sturkey, president, Washing- 
ton Natural Gas Co., 1507 Fourth 
Avenue, Seattle, Wash. 

Gerrit VanderEnde, president, Pacific 
First Savings & Loan Association, 
Tacoma, Wash. 

Glenn C. Walkley, president, Washing- 
ton Public Utility Districts’ Associa- 
tion, Route 1, Pasco, Wash. 

Harold Wessman, dean, College of En- 
gineering, University of Washington, 
Seattle, Wash. 

H. F. Yancey, Chief, Division of Solid 
Fuels Technology, United States Bu- 
reau of Mines, University of Wash- 
ington, Seattle, Wash. 


MEMBERSHIP, BONNEVILLE REGIONAL 


Representing— 


Industries—Chemicals: Puget Sound 
section, American Chemical Society. 


Press and radio—Newspapers: Allied 
Daily Newspapers of Washington. 


Finance—Mortgage loans: National 
Mortgage Bankers Association. 


Labor—AFL-CIO: Washington State 
Labor Council. 


Labor—AFL-CIO: Washington State 
Labor Council. 
Public Power—Municipals. 


Fuels and energy—Pacific Coast Gas 
Association. 


Finance—Northwest Savings & Loan 
Association. 


Public Power—Washington PUD’s 
Association. 


Education—University of Washing- 
ton. 


Fuels and energy—Coal: Coal Re- 
search, Inc. 


ADVISORY COUNCIL, SPOKANE AREA 


STEERING COMMITTEE 


William A. Dittmer 
H. V. Fisher 
V. ©. Hollingsworth 


Member 

H. Calvert Anderson, executive secre- 
tary, Columbia Interstate Compact 
Commission, 320 Symons Building, 
Spokan,e Wash. 

Ray M. Ball, chief engineer, Montana 
Power Co., Butte, Mont. 

Howard W. Barlow, director, Washing- 
ton State Institute of Technology, 
State College of Washington, Pull- 
man, Wash. 

Ora E. Beasley, manager, Northern 
Lights, Inec., Sandpoint, Idaho. 

William H. Browning, manager, Mon- 
tana Chamber of Commerce, Helena, 
Mont. 

W. R. Clark, business manager, operat- 
ing engineers, Coeur d’Alene, Idaho. 

Les Colby, Missoula Mercantile Co., 
Missoula, Mont. 


John T. Kimball 
W. T. Marineau 


Representing— 
Solumbia Interstate Compact Com- 
mission. 


Professions—Engineering: Montana 
Society of Engineers. 





Education—State College of Wash- 
ington. 


Public power—PUD’s municipals and 
REA’s in Idaho and Montana. 
Montana Chamber of Commerce. 


Labor—AFL-CIO: Idaho State Fed- 
eration of Labor. 
State of Montana. 
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MEMBERSHIP, BONNEVILLE REGIONAL ApDvisoRY CoUNCIL, SPOKANE AREA—Con. 


Member 


William A. Dittmer, power manager, 
Kaiser Aluminum & Chemical Corp., 
Spokane, Wash. 

J. L. Driscoll, president, First Secur- 
ity Bank of Idaho, Boise, Idaho. 

H. V. Fisher, manager, Lincoln Electric 
Cooperative, Inc., Davenport, Iowa. 
Cc. E. Friesen, Idaho Farmers Union, 

Caldwell. Idaho. 

Ralph T. Gillespie, president, Wash- 
ington State Farm Bureau, 2114 
Sprague Avenue, Spokane, Wash. 

Sam C. Guess, executive secretary, Spo- 
kane Chapter, Associated General 
Contractors, South 102 Stevens 
Street, Spokane, Wash. 

John A. Hasfurther, Blyth & Co., Old 
National Bank Building, Spokane, 
Wash. 

William 
Idaho. 

V. C. Hollingsworth, president, Citi- 
zens State Bank, Hamilton, Mont. 

Robert S. Howard, publisher, Idaho 
State Journal, Pocatello, Idaho. 

Allen .Janssen, dean, College of Engi- 
neering, University of Idaho, Moscow, 
Idaho. 

Claude Johnson, Stevensville, Mont. _- 


S. Hawkins, Coeur d’Alene, 


John T. Kimball, vice president and gen- 
eral manager, Idaho Power Co., Boise, 
Idaho. 

John Klundt, chairman, Washington 
Farmers Union, 207 North Eighth, 
Pasco, Wash. 

Mark Kulp, State reclamation engineer, 
Boise, Idaho. 

James Leary, representative, AFL-CIO, 
Butte, Mont. 

Victor McMullan, chairman, Power Ad- 
visory Committee, State of Washing- 
ton, Wenatchee, Wash. 

W. T. Marineau, general manager and 
publisher, Idahonian, Moscow, Idaho. 

Robert Morris, administrative assistant 
to the general manager, Ohio Match 
Co., Coeur d’Alene, Idaho. 

Jack Neupert, manager, Consolidated 
Supply Co., Post Office Box 103, Spo- 
kane, Wash. 

C. H. Raymond, Montana State Water 
Conservation Board, Hamilton, Mont. 

Samuel Rhyneer, Chief, Electrical Unit, 
Engineering and Construction Divi- 
sion, Atomic Energy Commission, 
Richland, Wash. 

G. A. Riedesel, 236 Cherry Street, Mos- 
cow, Idaho. 

Kinsey M. Robinson, president, Wash- 
ington Water Power Co., Spokane, 
Wash. 


Representing— 

Industries—Aluminum: Kaiser Alu- 
minum & Chemical Corp. and Ana- 
conda Aluminum Corp. 

Finance—Commercial banks: 
Bankers Association. 

Public power—Washington Rural 
Electric Cooperative Association. 
Agriculture—Farmers unions; Idaho 

Farmers Union. 
Agriculture—Farm bureaus: 
ington State Farm Bureau. 


Idaho 


Wash- 


Construction—Associated General 


Contractors, Spokane. 


Finance—Investment bankers: Invest- 
ment Bankers Association. 
Professions—Law: Idaho State Bar 
Association. 
Finance—Commercial banks: 
tana Bankers Association. 
Press and radio—Newspapers: Idaho 
Allied Daily Newspapers. 
Education—University of Idaho. 


Mon- 


Agriculture—Farmers unions: Mon- 


tana State Farmers Union. 
Power—Investor-owned utilities: Ida- 
ho and Montana. 


Agriculture—Farmers unions: Wash- 
ington Farmers Union. 


State of Idaho. 
Labor—AFL-CIO. 


State of Washington. 


North Idaho Chamber of Commerce. 


General manufacturing—Associated 
Industries of Idaho. 


Spokane Chamber of Commerce. 


State of Montana. 


Industries—Atomic Energy Commis- 
sion. 


Professions—Engineering professional 
engineers of Idaho. 
Power—Investor-owned utilities. 
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MEMBERSHIP, BONNEVILLE REGIONAL ADVISORY COUNCIL, SPOKANE AREA—Con. 


Member 


Charles R. Smith, director, region 20, 
AFL-CIO, Boise, Idaho. 

Clay V. Spear, district judge, Coeur 
d’Alene, Idaho. 

Albert W. Stone, professor, School of 
Law, Montana State University, Mis- 
soula, Mont. 

James §S. Umber, president, Montana 
State AFL-CIO, Helena, Mont. 


Herbert G. West, executive vice presi- 
dent, Inland Empire Waterways As- 
sociation, Walla Walla, Wash. 

Vern Zeigler, general manager, Pend 
Oreille Mines & Metal Co., Metaline 


Representing— 
Labor—AFL-CIO. 


State of Idaho. 


Education—Montana State Univer- 


sity. 
Labor—AFL-CIO. 


Development associations — National 
Reclamation Association. 

Development associations—Inland Em- 
pire Waterways Association. 


Industries—Mining: Northwest Min- 
ing Association. 





Falls, Wash. 


WILLIAM A. PEARL Exurit 6 
[November 1957], 


PLAN OF ORGANIZATION AND PROCEDURE FOR BONNEVILLE REGIONAL ADVISORY 
CouUNCIL 


The Bonneville Regional Advisory Council is an advisory group of citizens in 
the area served by the Bonneville Power Administration. This advisory coun- 
cil consists of three area councils: Portland, Seattle, and Spokane. Members of 
the regional advisory council normally are associated with one of the area 
councils although they are eligible to attend meetings of other councils if they 
wish. 

ARTICLE I—PURPOSE 


Section 1—To provide a close working contact between the Bonneville Power 
Administration and the people of the Northwest region. 

Section 2—To provide the Bonneville Power Administration advice, counsel 
and opinion on the problems and interests of the Northwest region in the field 
of activity encompassed by the Bonneville Power Administration. 

Section 3—To provide a channel through which interested citizens and organ- 
izations may obtain an understanding of Bonneville’s policies and activities. 


ARTICLE II—MEETINGS 


Section 1—Each area council shall have one annual meeting and such other 
meetings as may appear to be advisable from time to time, such meetings to be 
held at the call of the Bonneville Power Administration Administrator, who 
shall be chairman. 

ARTICLE III—MEMBERSHIP 


Section 1—Membership will consist of representatives of organizations com- 
prising a cross section of Pacific Northwest interests, including business, in- 
dustry, labor, agriculture, professions, State education systems, and the gover- 
nors of the four Northwest States. 

Section 2—Members of each area council shall be appointed by the Bonneville 
Power Administrator upon recommendation of the organizations represented. 
Each shall serve for a term of 3 years or such other term as the organization 
may desire. 

ARTICLE IV—OFFICERS 


Section 1—The officers of each area council shall be a chairman, who shall 
preside at meetingcs and confer with the members of the steering committee 
(hereinafter provided for) and other members of the council on the planning 
and the conduct of meetings; a vice chairman who will serve in the absence of 
the chairman; a secretary, who will record and keep the minutes of meetings. 
The Administrator of the Bonneville Power Administration shall be chairman 
of each area council and shall appoint the other officers from members of the 
Bonneville Power Administration staff. 





246 BONNEVILLE PROJECT ACT AMENDMENTS OF 1958 


ARTICLE V—COM MITTEES 


Section 1—There shall be a steering committee consisting of five members 
of each area council and the chairman and vice chairman ex officio. Steering 
committee members shall be elected by each area council at the annual election 
and will assume office at the close of the meeting. 

a. Each elected member of the steering committee shall serve for a term 
of 3 years, except that in the initial election the terms of office shall be 
for periods of 1, 2, and 3 years. 

b. The chairman of the council shall serve as chairman of the area steer- 
ing committees. 

e. The steering committee shall assist the Administrator in the prepara- 
tion of the program for the regular meetings of the council and shall solicit, 
obtain, and present to the Administrator suggestions pertaining to the 
meetings of the council. 

Section 2—A nominating committee consisting of 3 members will be appointed 
by the chairman not later than 60 days before the meeting at which the annual 
election shall be held. The nominating committee shall prepare a slate of nomi- 
nees for members of the steering committee, and obtain from the nominees a 
statement of their willingness to serve if elected. 

Section 3—Special committees may be appointed by the chairman from time 
to time as the need arises. 

ARTICLE VI—ELECTIONS 


Section 1—The annual election normally will be held at a regular meeting 
of each area council. 

Section 2—Special elections for the purpose of filling vacancies in any elected 
office shall be called by the area chairman upon the occurrence of a vacancy. 


ARTICLE VII—AMENDMENTS 


These rules may be changed by the chairman as conditions require. The 
chairman will consult with and obtain the advice of the members of the steering 
committee with respect to any proposed changes in these rules prior to their 
final promulgation. 

Mr. Peart. In order to carry out the functions of Bonneville it 
becomes necessary for Bonneville to make load estimates, for it is 
necessary to know where the loads will be in order to do our engineer- 
ing planning, to have transmission facilities ready to carry this to the 
areas where the loads exist. 

We make these on a basis of yearly and also on a 10-year basis. 
In these code estimates we include power for the normal coieeiaial 
growth of the area. There is not included in these estimates blocks 
of power, and I am referring to large blocks of power such as the 
electroprocesses require. 

I would like to submit for the record exhibit 7. Exhibit 7 gives 
you a detail of this load resource for the west group of the Northwest 
Power Pool, and that is the area in which Bonneville markets the 
Federal power. 

(Pearl exhibit No. 7 follows :) 
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Mr. Pearu. We estimate that in 1963 the load will be 10,400,000 
kilowatts. That is 5 years from now. We estimate in 1968, 10 years 
from now, the load will have grown to 13,700,000 kilowatts. This is 
the total load, not the Bonneville load. This is the total load in the 
area. 

Again I would like to stress the fact that these estimates do not in- 
clude large blocks of power for new electroprocess industries. But 
we have made estimates of what these will probably be in the next 
10 years, and we have prepared a chart, exhibit 8, that I would like 
to submit that gives an estimate of the power requirements for these 
what we call mass consumers of electricity, that is chemical and 
electroprocesses, generally speaking. That is exhibit 8. 

(Pear] exhibit No. 8 follows :) 


WILLIAM A. PEARL EXHIBIT 8 


Pacific Northwest actual and estimated industrial loads, 1955 and 1980 


{Millions of kilowatt-hours] 





| 1980 
) yees Lid 
| | Minimum Maximum 
| 
Clee. oe on tt cb oat a ee sks da ee 167.0 | 300. 8 383. 8 
Chemicals: i | "tee eae: 

PTI. oa ond en eee ened s acaba sd baceebdnatebadaedacke 42.3 804. 0 884. 0 
Calcium carbide -__ Rebate ts aimee endiaane ee iva amauta teea dee 102. 0 307.0 388. 0 
Chlorine and caustic..........--.- stddidabubiiud phdaanbiee 625.0 | 1, 445.0 2, 342.0 
POIPOGDEIRIORIG ... . .... ctcliinubeubeitinatabasenanwaetieaaaien « |awese-2n- : 220. 0 238. 0 
PRONE oe icb cca co cacanatinOceossseewenuedektekcennal 1, 175.0 2, 330. 0 3, 425.0 
PRIN, 1b hn dine ces Seid a eae hd o cape nieebeuea cates | 50.8 490. 0 532.0 
NOE aid sinddbsdckvection suki tne bawameedben . 1,995.1 | 5, 596.0 7, 809. 0 
Forest products: | | "HG 1) TOW Pel + 
RIE a6 « tiers bnmngebh catthdhe cadet dee shnudsitecwondaden | 837.8 1, 979. 5 2, 235. 5 
Pil... a. caine Sade tmagiieaanalineel nb decane oman 984. 0 2, 690. 6 3, 165.5 
CON CHORT ONE 25 sec. Soke nsdbboednaddetbensnGens 161.0 | 380. 4 475. 5 
Teron Mr VOR, Ws caniuddscasdabesconcsneacessaana 375. 2 684. 1 955. 7 
RGRAY ROE. ond pein cicedesndauscatecueeceseduenceks 690. 9 1, 358. 8 | 1, 834.9 
Subtotal. __. : Suniace caren acne tat ; 3, 048.9 | 7, 093. 4 8, 667. 1 
Light metals: eee. a ie ee | oe Teg ents 
Alumina sa sninan iemgg tieeaataa la tora temeia Macaiaeactdett 232. 5 829. 5 
Aluminum fabrication (primary) ----......-------------.--- 413.8 | 939, 4 | 1, 494.1 
Aluminum reduction - ---.-.-- <ceh uu gheen peace 9, 515.0 | 16, 787. 5 | 23, 743. 8 
Magnesium... .__- , Stes eadaak hbase Sette hee aan eens 172.3 | 635. 7 
Silumin... Seiad aeahuaials : a 18. 0 226. 0 368. 0 
Titanium... -. +3 hi bese dae ia dio btateah deb 4, 120.0 | 15, 960. 0 
Subtotal : a ; yor 9, 946. 8 22, 477.7 43, 031. 1 

Ferrous metals: 3384 Ty Sa 
Iron and steel... --. sae * . 184.7 1,314.8 | 1, 654. 7 
Ferroalloys- enebcet saat axiesatoagl ais 1, 508. 2 3, 625. 0 5, 085. 0 
a = casi tba lietindliteaiitrssiateiin aotacenea ie due nim cia 1, 692.9 4, 939.8 | 6, 739. 7 

Mining and smelting: | ‘ 
Copper 463. 4 1, 566.0 | 1, 701.0 
Lead. ‘i ‘ 131.5 172.0 182. 4 
Zine i oh 627.3 1, 104.8 | 1, 158. 7 
Subtotal_-. : bee ties ate 1, 222. 2 | 2, 842. 8 3, 042. 1 
Zirconium . : 415.0 2, 490. 0 
a Aaa gle _..--|  18,0729| 43,665.5| 72,1628 


Source: BPA: Load Forecasting, May 16, 1958. 
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Mr. Peary. We estimate that in the next 10 years the money that 
will be required to put in the generation required to meet these load 

rowths, as well as the transmission to take it to load centers, will be 
in the neighborhood of $3,280,000,000. 

When you talk about the power picture in the Northwest, it is a 
little difficult to sum it up in a few words, for we have interruptible 
customers as well as our firm loads. All of our electro industries 
that we serve take part of their power on a firm basis by way of 20- 
year contracts, and part of it is interruptible power that is available 
to them when we have it. Whether we have it or not of course is a 
function of the flow in the river. 

Over the last 4 or 5 years our water conditions have been excep- 
tionally good, and we have been able to supply them with approxi- 
mately 90 percent of their requirements for interruptible power 

Likewise, we have steam in the Northwest. This steam, which is 
non-Federal, is suitable for peaking, but it is rather expensive to use 
for energy. So that in making our estimates we have to always keep 
these two items in mind. 

If I were going to make a general statement of the power picture in 
the Northwest, I would say that at present, in the Bonneville market- 
ing area, under critical water conditions, there is sufficient hydro 
capacity to carry all firm loads, not including interruptible, through 
1962-63. If you add to this hydro the steam in the area and such im- 
ports as might be brought in from outside the area, there would be 
sufficient power to carry all the firm loads until 1964-65. 

The picture is quite different if you consider median water condi- 
tions, for under median water conditions there is sufficient power—and 
I am only including hydro—to carry all the firm and all the inter- 
ruptible through 1966-67, 

3y way of new generation to meet the load growths in the North- 
west, we have as of January 1958, 6,976,000 kilowatts—that is based 
on name-plate rating—of power that is either under construction or 
licensed: Of this the Federal Government has under construction 
2,728,000 kilowatts; non-Federal has under construction 2,627,000; 
likewise, the non-Federal have licensed as of that date 1 ,621,000 kilo- 
watts of power. 

In connection with our serving of our customers, we have set up 
rather definite customer service policies. This question came up at the 
hearing the other day. We have set up definite feasibility standards, 
for when we have a request to serve a public group that is an appre- 
ciable distance from our grid, the costs become what you might call 
prohibitive in some cases. The initial cost of course is not the only 
factor, for when you run a line tangentially off through rugged 
country you have a maintenance problem and the quality of the serv- 
ice of course is a function of that. It would require keeping men 
stationed somewhere at intervals along the line to take care of out- 
ages should they occur. 

I would like to submit for the record exhibit 9 that gives the detail 
of our customer service policy. 
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(Pearl exhibit No. 9 follows:) 


WILLIAM A, PEARL EXHIBIT 9 
[Draft No. 8, January 30, 1958] 
CUSTOMER SERVICE PoLicy 
1. GENERAL POLICY STATEMENT 


In order to carry out the policies of the Bonneville Project Act and other 
pertinent legislation, the Bonneville Power Administration will undertake deliv- 
ery of power, at its uniform wholesale rates, within economic transmission dis- 
tances, subject to appropriate contractual provisions, under the following general 
conditions: 

(a) The best engineering and economic plan of service will be determined on 
the basis of a joint load and system study made by the customer and the Admin- 
istration, considering all transmission and distribution factors involved. 

(bv) Points of delivery of power will be established at or near load centers as 
determined by the joint load and system studies, subject to the applicable limita- 
tions defined in this policy. 

(c) The Administration will ordinarily provide transmission facilities and 
stepdown substations to transform the power from transmission voltage to lower 
voltages for delivery to the customers, subject to the applicable limitations de- 
fined in this policy and with exceptions as specified in the following conditions 
((d) through (i) ). 

(d@) The Administration will provide additional facilities to serve a cus- 
tomer only if reasonable utilization of the existing facilities installed for the 
customer is assured. 

(e) The Administration will refrain from constructing transmission lines or 
' substation facilities within city limits or within anticipated future city limits 
unless it is economically or technically advantageous for the Government. 

(f) The Administration will supply additional customer service substations 
at sufficient distances from its existing customer service substations so as to 
insure that the proximity of such substations will not result in the Administra- 
tion’s assuming or lessening the responsibilities of its customer for distribution of 
power to ultimate consumers. 

(g) The Administration will not provide additional facilities at its expense 
for service to a single ultimate consumer whose power requirements are sup- 


l plied or are to be supplied by one of the Administration’s customers, unless 
. economic or technical advantages to the Government will result. 
(h) The Administration requires that each service supplied directly from its 
1 system shall provide sufficient estimated revenues over the initial 10-year period 
; of service to cover the estimated annual costs of the specific facilities installed by 
- the Administration for such service. Projects not otherwise feasible may be 
allowed, however, if customer investments are made, in lieu of investment by the 
Administration, sufficient to meet feasibility standards. 
9 (i) Each service supplied by transfer must provide, over the initial 10-year 
B period of service, sufficient estimated revenues to cover the estimated annual 
35 costs to the Administration of the specific facilities used for the transfer service. 
l— 
1 2. NEW POINTS OF DELIVERY 
v The Administration will make delivery of power at or near load centers 
| within economic transmission distances, as determined upon the basis of the 


joint load and system studies of the customer and the Administration, and sub- 

ject to the conditions outlined herein. A joint study of future power require- 

n ments, alternative plans for serving increased loads, and costs of facilities re- 

ba quired for each plan of service, shall be made by the Administration and each 
customer to determine the recommended plan of service. All plans of service 

1 insofar as the Administration’s facilities are concerned must conform to the 

Administration’s engineering standards. The customer and the Administration 
must agree upon a plan of service before it is recommended. 

(a) Standard load centers: A standard load center is defined as an area for 
which the joint study indicates that service by means of 115 kilovolts or higher 
transmission facilities including appropriate substation facilities, would be the 
most economical method of providing service on an overall basis. Standard 
load centers are ordinarily served directly from the Administration’s transmis- 
sion system. (For exception, see “Transfer policy.’ ) 
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In case a proposed additional point of delivery is requested, the analyses of 
annual costs of the alternative plans of service must show that total combined 
10-year annual costs for both the Administration and the customer are at least 
5 percent less for the additional delivery point than for added service at the 
existing points of delivery. In addition to qualifying as a standard load center, 
any new point of delivery to a customer must also meet the feasibility require- 
ments outlined in section 1 (h). 

When an approved load center is in the immediate vicinity of an existing 
transmission line of the Administration, the Administration will ordinarily 
locate the substation on that line, except where it is to the Government’s in- 
terest to locate it elsewhere. Customers wishing to have a substation located 
a short distance from the Administration’s line will be expected to construct the 
tapline at their own expense in accordance with the Administration’s standards 
and furnish and install any protective devices considered necessary by the 
Administration. 

(b) Ineconclusive load centers: In case a proposed additional point of de- 
livery is requested and the cost data are in favor of service at 115 kilovolts or 
higher but are not conclusive (that is, by a 5-percent margin) the Administra- 
tion will provide necessary additional capacity at the existing point or points 
of delivery. The customer may, in lieu of additions by the Administration to 
existing substation facilities, make the following arrangements with the Admin- 
istration, providing such arrangements meet the Administration’s engineering 
and operating standards. 

(1) If the requested new point of delivery is to be located on an existing 
transmission line of the Administration, the Administration will provide the 
required additional facilities at a new substation on such line on the basis that 
the customer will make a contribution to the Administration in aid of construc- 
tion. Such contribution shall be equal to the estimated excess costs of con- 
struction and equipment, including installation, incurred by the Administra- 
tion in providing the additional capacity at the new, rather than the existing 
substation. Customers will not be reimbursed by the Government for con- 
tributions in aid of construction. Operation and maintenance costs associated 
with this separate delivery point will be absorbed by the Administration. 

(2) If the requested new delivery point is not adjacent to an existing trans- 
mission line of the Administration, the Administration will provide the new 
substation on the basis that the customer will bear the cost of a 115-kilovolt 
interconnecting transmission line including terminal facilities at the tap point to 
be constructed in accordance with the Administration’s standards. The cus- 
tomer will also make a contribution to the Administration in aid of construction 
equal to the estimated excess costs of construction and equipment including in- 
stallation incurred by the Administration in providing the additional capacity 
at the new substation rather than the existing substation. Customers will not 
be reimbursed by the Government for contributions in aid of construction. The 
Administration will operate and maintain at its expense the substation facili- 
ties. The customer will retain ownership of the new transmission facilities 
and will be responsible for their operation and maintenance; provided, however, 
if the customer donates the transmission facilities to the Government, the Ad- 
ministration will be responsible for their operation and maintenance. 

(c) Service by Transfer: When other electric utility systems are willing to 
serve customers of the Administration for the account of the Government, trans- 
fer arrangements will be made when the transfer will provide a reasonable 
grade of service to the customer at reasonable cost to the Administration. 
Transfer service must provide sufficient estimated revenues over the initial 
10-year period of service to cover the estimated annual costs of this service to 
the Administration in accordance with section 1 (h). 

In each case a study shall be made of the grade of service that can reason- 
ably be expected under the proposed transfer arrangement. The facilities for 
transfer should assure Government customers a good quality of service and 
opportunity to develop and serve increasing loads. It is the Administration’s 
policy to continue service by transfer so long as the above qualifications are 
met. 

Ordinarily, the Administration will not provide either transmission or trans- 
formation facilities between the transferor’s system and the point of delivery to 
the customer. However, such facilities will be constructed by the Administration 
if they would qualify for construction, by the Administration, under direct 
service. If the Administration constructs interconnecting transmission or trans- 
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formation facilities or both between the transferor’s system and the point of 
delivery to the customer, the service contract between the customer and the 
Administration should provide for reimbursement by the customer to the Ad- 
ministration in the event that the transfer is eliminated. 


3. SERVICE TO INDUSTRIES 


The Administration will not ordinarily undertake to dispose of power directly 
to consumers except to carry out existing contracts or renewals or extensions 
thereof, nor will it provide power for direct service or for resale to large indus- 
trial consumers at the expense of domestic and rural customers of public bodies 
and cooperatives. A large industrial consumer is here defined as any new 
industrial load over 10,000 kilowatts or an expansion of an existing industrial 
load of over 10,000 kilowatts in any 1 year. 

A non-Federal utility may serve the expansion of an existing industrial cus- 
tomer of the Government from Federal generation provided: (1) firm power is 
available, (2) the load is under 10,000 kilowatts or, if 10,000 kilowatts or more, 
has the approval of the Administrator, and (3) the distributor installs the 
necessary facilities or pays the Administration for use of the Administration’s 
facilities. 

A non-Federal utility may replace an interruptible load being served by the 
Administration if it supplies the power from a new non-Federal source or agrees 
to firm its delivery with a guaranteed source of energy. 


4. STATEMENTS RELATING TO DELIVERY 


(a) Grade of service: The Administration will provide a high grade of service 
consistent with the accepted standards of the electric transmission industry with 
respect to continuity of service, voltage, and frequency regulation. 

(b) Transmission voltage: The Administration will construct transmission 
lines operating at 115 kilovolts or higher voltages. The Administration will not 
provide transmission facilities to operate at lower voltages unless it is to the 
Government’s advantage or required by extraordinary engineering considera- 
tions, such as the limitations of underwater cable transmission. 

(c) Delivery voltage: The Administration will deliver power at a voltage to 
be agreed upon by the Administration and the customer or group of customers 
to be served. However, the Administration will not provide delivery voltages 
below 12.5 kilovolts. 

(1) Voltage regulation: For deliveries at voltages above 25 kilovolts, the Ad- 
ministration will plan and provide its facilities to limit voltage variation to plus 
or minus 10 percent of the contract voltage. Although the Administration will 
not plan to normally operate its system with plus or minus 10-percent regulation, 
this voltage range does provide the operational flexibility necessary to accommo- 
date the load changes which occur on the system over extended periods of time. 
For deliveries at voltages of 25 kilovolts and below, facilities will be planned and 
provided by the Administration to limit voltage variation to plus or minus 5 
percent of the contract voltage. 

Corrective measures will be applied in the event voltage regulation consistently 
exceeds the prescribed limits or when an analysis of system conditions indicates 
that the delivery voltage is expected to vary beyond the permitted voltage 
variation. 

Although the Administration has no control over and cannot guarantee deliv- 
ery voltages at transfer points of delivery, it will attempt in all cases to see that 
adequate service conditions are maintained. 

(2) Customer-owned voltage regulators: In case a customer wishes to improve 
voltage regulation on his own system by the installation of a voltage regulator 
in one of the Administration’s substations, the Administration may agree to such 
an installation in consideration of the benefits derived by the Administration by 
possible postponement of system additions. The Administration will share in 
approved installations as described below, provided, however, that the total cost 
to the Administration may not exceed a maximum of 15 percent of the total 
installed cost. 

The customer will: 

(a) Build a concrete foundation for the regulator at a location and in 
such manner as specified by the Administration. 
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(b) Furnish a voltage regulator, and set the regulator on the above 
foundation as specified by the Administration and under the supervision of 
the Administration. 

(c) Furnish required regulator bypass switches. 

(d@) Operate and perform major maintenance for the regulator at its own 
expense. (Ownership of regulator and switches will remain with the 
customer. ) 

The Administration will: 

(a) Design the regulator installation. 

(b) Make necessary additions to buses and structures in the Administra- 
tion’s substation, install regulator bypass switches, make necessary connec- 
tions between regulator and other facilities, and perform other construction 
work as required. 

(c) Furnish material items for the above work, with the exception of 
those items to be supplied by the customer. 

(d) Furnish the required Administration personnel necessary to super- 
vise the above installation. 

(e) If it so elects, provide ordinary maintenance and periodic inspection 
of the regulator. 

(d) Transformation: The Administration will furnish voltage stepdown equip- 
ment to serve the customer at the voltage jointly determined to be the best suited 
to the needs of the customer or that of several customers if more than one cus- 
tomer is to be served at a point of delivery. 

However, it is the policy of the Administration not to provide delivery 
voltages below 12.5 kilowatts. 

For planning purposes, additional transformation will be scheduled for instal- 
lation when the estimated peak loads are within 10 percent of the forced cooled 
rating of the existing transformation operating at 95 percent power factor. 
Additional transformer capacity will be scheduled in sufficient time to permit 
the new capacity to be in service before the appropriate rating of the existing 
transformation is reached. 

(e) Feeder positions and cirenit breakers: The Administration normally pro- 
vides one feeder position per point of delivery, properly metered and protected. 
Additional feeder capacity will be supplied if load growth or the convenience 
of the Government requires, but additional positions solely for the customer’s 
convenience will be provided only at the customer’s expense and are subject to 
substation space and engineering limitations. When additional feeder capacity 
is required, the Administration has the option of providing a second position or 
changing out the original for one of greater capacity. Circuit breakers are 
considered as part of the feeder position. 

When a customer is permitted to tap a line of the Administration, it will be 
the customer’s responsibility to provide any protective devices, including circuit 
breakers, which the Administration may require. 

(f) Revenue metering: All revenue metering will, ordinarily, be provided by 
the Administration, and metering equipment will, ordinarily, be installed at 
the delivery point. In situations where the Administration finds it convenient 
for any reason to install the metering equipment at any other point, mutually 
agreed upon factors will be applied to the actual meter readings to correct 
the readings to the point of delivery. 

In cases where feeder positions are installed for the convenience of the 
customer under a trust agreement, the customer, and not the Administration, 
pays for and owns the metering equipment. The Administration, however, 
purchases, installs, operates, and maintains the metering under terms of the 
trust. 

Inspection and maintenance of the Government’s metering equipment will 
be done by the Administration. 

In cases where special equipment installed for the customer’s own use is 
actuated by the Administration’s metering equipment, the Administration is 
not responsible for the accurate operation of the customer’s equipment and is 
not obligated to maintain its metering accuracy within closer limits than re- 
quired by normal operating standards. 
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5. MISCELLANEOUS SERVICE ARRANGEMENTS 





(a) Lease of customer-owned facilities: Normally, the Administration will 
not lease facilities from other utilities; however, lease arrangements will be 
undertaken when a lease agreement will avoid construction by the Adminis- 
tration of duplicating facilities, and lease costs are reasonable and conform 
to the feasibility requirements of section 1 (h). 

(b) Rental of the Administration’s equipment: The Administration will 
lease or rent equipment to customers subject to the following conditions: 

(1) The customer must show satisfactory evidence that all commercial 
channels have been investigated and found unable to provide the necessary 
equipment when needed. 

(2) Lease or rental arrangements can be entered into only when the 
equipment is excess to the immediate needs of the Administration. 

(3) The lease or rental of equipment can be justified only for emergencies 
or when it is in the Government’s interest. 

(c) Temporary installations: Facilities will be installed to provide temporary 
service to a customer only when it is in the Government’s interest ; for example, 
to provide construction power for Federal projects. When facilities are in- 
stalled to provide temporary service to a customer, arrangements will be made 
to assure the Administration of sufficient revenue to cover not less than the 
total costs of providing such service, including the cost of installation and 
removal of the necessary equipment. 

(d@) Emergency service: The Administration will provide facilities for 
standby or emergency service to a customer if adequate compensation is made 
to the Administration. 

(e) Facilities for nonfirm power: The Administration will install facilities 
for the delivery of nonfirm power and energy where such deliveries are eco- 
nomically feasible. 

BRANCH OF CUSTOMER SERVICE AND POWER REQUIREMENTS. 

Mr. Peart, Some 3 or 4 years ago we did not at Bonneville see how 
a large project, at least a multipurpose project, could come into the 
area through non-Federal financing if they were required to put in 
transmission lines to carry this power to market, for there wasn’t any 
one load center that could absorb the output ‘of any one of these 
large projects. As a result, we suggested to the Department that 
we set up a wheeling policy. This policy was approved by the 
Department. 

As a result of that we have set up what we call firm wheeling con- 
tracts. These are of course a service that we offer. There is no attempt 
to suggest to anybody that they should wheel their power over our 
facilities. 

In the case of the Priest Rapids project the license stipulated an 
equitable distribution of the power. That meant that there were 
some 10 or 12 customers all over the area, each of which purchased a 
part of the output of that project. We have entered into contracts 
with them. This basically relieves the necessity of having duplicate 
facilities for them to get their power to their load center. 

This wheeling is on a reimbursable basis, and we have worked out 
a formula by which we determine the charge in each case, that is to 

say, for each customer. I would like to submit a copy of this, exhibit 
10, to give the detail of how these charges are arrived at. 
(Pearl exhibit 10 follows :) 
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Mr. Pearu. Likewise, we have prepared an exhibit giving the names 
of all the customers, the amount of power they are getting from the 
project, and the wheeling charges. This is exhibit 11. 

( Pear] exhibit 11 follows :) 
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Mr. Peart. Senator, I have covered I think all the items that you 
asked for pertaining to our present policy on our activities, how we 
have done financially. Now I would like to ask Mr. Goldhammer to 
cover those items that you asked us to prepare material on in connec- 
tion with past policy. 

Senator Neusercer. Thank you very much, Dr. Pearl. I think the 
documentation you provided us with will be most useful, and we ap- 
preciate your very clear and terse presentation of it. 

Mr. Goldhammer, will you take over? 

Mr. GotpHAmMeER. I have also prepared a statement and a number 
of exhibits which I think you have copies of. I would like to briefly 
state what I have presented here. The details and facts are all avail- 
able here for the record. 

The first subject which I addressed myself to in this statement was 
the contribution of low-cost power to industrial development. 

In order to make some anlysis of that I have gone a little bit into 
the background of the area at the time Federal power becomes avail- 
able. It was an area with very sparse population, very little industry, 
and industry and jobs depend primarily on forest products and on 
agriculture. 

“Also, it is important to look at the energy base at that time, which 
was largely a dependence on wood waste from the mills which had a 
lot of problems with respect to industrial expansion. 

In other words, industry had to locate near the sawmills in order to 
secure the waste from the mills because it wasn’t economically feasible 
to transport that sawdust or that waste any large distances. 

Also, the energy supply depended upon a highly eyclical industry. 
When sawmills were operating, there was a lot of waste available. 
When sawmills were down, other industries depending on this had to 
bring in other types of fuel because they couldn’t depend on this energy 
base. 

It is in this setting that power first became available from the Fed- 
eral projects. 

We also must recognize the setting of defense buildup and war 
which came shortly after power became available. The industries to 
which Bonneville sold its power were to a large extent determined by 
defense and war considerations. Asa result, a substantial part of the 
power available for industry was sold to the aluminum industry. To- 
day the Northwest contains about 35 percent of the aluminum capacity 
of the Nation. 

We also have sold power to a number of other electro-process indus- 
tries, including ferro-alloys, chemical industries, and ferro-nickel. 

We have made an an: alysis with the industries of 16 electro-process 
industries that Bonneville serves directly, as to salaries, wages, freight 
bill, their Northwest purchases, their plant investment, and their 
State and local taxes for the year 1956, which is part of the record 
here in the prepared statement. 

I want to point out that these statistics by no means show the total 
influence of low-cost power on the economy of the Pacific Northwest. 
Subsidiary industries to these industries have large employment, have 
expanded also. Other segments of the economy which do not directly 
depend on low-cost power for their location have used substantially 
greater amounts of electric energy because electric energy has been 
relatively low cost compared with other fuels. 


| 
| 
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I also point out that the average farm-home consumer in the North- 
west uses much more electricity than his counterpart in the Nation as 
a whole, because electricity in the Pacific Northwest is low cost rela- 
tive to other fuels. 

Then the second problem that I addressed myself to was the mar- 
keting policy and activities of Bonneville Power Administration over 
the years, up to 1954. As soon as the Bonneville Power Administra- 
tion was formed in 1937, it was recognized that there was a problem 
of marketing of power. Bonneville sought, immediately, whatever 
avenues it could in order to market the power. 

Attempting to increase the consumption of farm and home users 
we hired utilization experts, home economists who went in the area to 
try to encourage greater use of electricity. 

To increase the industrial base in the area we hired a marketing 
specialist who immediately started making a study of industry and 
contacted industry for the sale of power. 

Then with the outbreak of the war our policy in the sale of power 
became really a national power policy. It was: How could this power 
be best used to build up the defense and build up the war industries? 
The Bonneville staff immediately made some studies and published a 
report entitled “Industries Important to National Defense Feasible 
for Establishment in the Pacific Northwest.” 

However, the controlling interest was largely in expansion of 
aluminum. And asa result, by fiscal year 1944, 63 percent of Bonne- 
ville’s energy sales were for aluminum, and another 10 percent were 
for other direct sales to industries, primarily magnesium and ferro- 
alloys. 

At the end of the war some of these plants closed and Bonneville 
built up again a substantial staff on marketing power and on utiliza- 
tion of power. We went into such things as railroad electrification, 
electric space heating, and we made a number of industrial studies to 
see what the possibilities of attracting various industries to the North- 
west was to use this power. 

I might say throughout our activities we were looking for perma- 
nent markets for power. I should go back to the war period. The 
Bonneville staff raised some objections to getting entirely aluminum 
reduction and they pushed for an integrated aluminum industry to 
get rolling mills and extrusion mills. However, all we were able to 
secure was one rolling mill in Spokane. 

Again at the end of the war we were looking for permanent mar- 
kets. However, we felt that with the general expansion of the econ- 
omy at least part of the aluminum capacity in the Northwest would 
be a permanent industry. We cooperated with other Government 
agencies in attempting to reactivate the three war plants producing 
aluminum that were closed down at the end of the war. 

It wasn’t long before these aluminum plants were reactivated and 
in addition most of the other war plants in the Northwest, the ferro- 
alloy plants were also reactivated, and instead of having a large sur- 
plus of power it became evident that new projects had to be built in 
a hurry to avoid a power deficiency. 

The next war situation we had in connection with the Korean war 
found Bonneville without firm power for sale to industry. The 
Secretary of the Interior determined that a calculated risk would be 
taken with respect to war production, and that the aluminum indus- 
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try in the Northwest would expand the use of interruptible power, 
the power that depends on stream flow conditions. 

In 1951, in the midst of the Korean war, approximately 1 pound 
of every 10 pounds of aluminum produced in the United States was 
produced in the Pacific Northwest from electric energy available on 
an interruptible basis. This has contributed not only much to get- 
ting the aluminum expansion hurriedly for the Korean war, because 
powerplants didn’t have to be built, they were already there, all that 
had to be done was expansion of existing plants which also was 
faster than building new plants. 

In addition, the sale of interruptable power has made a very im- 
portant contribution to the revenues of the Federal system. In 
1956 our sales of interruptible power to industry accounted for 14 
percent of Bonneville Power Administration’s total revenues. 

From the new dams that came in, such as The Dalles and McNary, 
which were started and came in at the time of the Korean war, we 
were able to make some allocation of firm power for industry, but 
that was small—120,000 kilowatts. Most of it went for a ferro-nickel 
plant near Roseburg and an aluminum plant at The Dalles and a 
small amount for the expansion of some chemical plants. 

To show the Bonneville power policy on marketing of power we 
have provided excerpts from our annual reports, and “have included 
them as exhibit 1 to my statement. 

You have also asked us for some questions relative to our past 
sales, and we have included some tables here in my exhibit showing 
our sales of power to various classes of customers. For example, in 
the fiscal year 1957, 28 percent of our power went to public agencies, 
23 percent to privately owned utilities, 7 percent to Feder al agen- 
cies—and that is primarily the Atomic Energy 

Senator Neusercer. The Hanford Projec 7 

Mr. GotpHamMer. Yes. And 42 percent went for sale to industry. 

You have also asked for a division of the Bonneville Power to 
the ultimate consumer, taking into account the distribution by pri- 

vately owned and publicly owned utilities. We have done that. also 
and we have made the assumption, which is explained in one of the 
exhibits, that the Bonneville power is distributed in the same propor- 
tion as the total power of these distributors. And you will note in 
that analysis that of the total Bonneville power, 54 percent goes to 
large industries, and 23 percent goes to ar al and domestic customers. 

The final question that I dealt with, that was requested, was the 
comparison of our load estimates with actual loads. We have in- 
cluded as exhibit 6 the comparison with our advance programs that 
we published. Due to the fact that we have not included in our load 
estimates potential industry, our estimates run somewhat less than 
the actual loads. However, as a whole their departure is not very 
great. I mean estimates have been fairly close to the actuals. 

With that I conclude what I have oe ge 

Senator Neuspercer. Thank you, Mr. Goldhammer. As always, 
you are most helpful and informative in this field in which you are 
so well versed. 
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(The complete statement of Mr. Goldhammer follows :) 


STATEMENT BY BERNARD GOLDHAMMER, COMMERCIAL OPERATIONS OFFICER, 
BONNEVILLE POWER ADMINISTRATION 


In an analysis of the economic contribution that low-cost federally generated 
hydroelectric power has made toward the industrial development of the Pacific 
Northwest and of the Bonneville Power Administration marketing policies and 
activities, it is necessary to look at the economy of the Pacific Northwest at the 
time of inception of the Bonneville Power Administration some 20 years ago 
and the changes that have taken place in the economy since that date. The 
economic setting of the depression, later the needs for defense, then the require- 
ments of a war economy, and more recently the large industrial expansion in the 
postwar era have all had their effects on the economy of the region and on the 
marketing policies and activities of the Bonneville Power Administration. 

Construction of Bonneville and Grand Coulee Dams in the 1930’s was in- 
fluenced to a large extent by the depression. Although studies over a number 
of years showed the desirability of these developments, it was the immediate 
need of stimulation of economy for useful public works that was undoubtedly 
responsible for construction of these dams in the mid-1930’s. The economic de- 
pression was important as to timing; the projects would have been eventually 
constructed anyway in accordance with the recommendations of the Corps of 
Engineers in its “308” report of 19382. 

After construction of Bonneville and Grand Coulee Dams was underway, many 
doubted that such large blocks of power could be readily sold. The two projects 
would add about 2% million kilowatts to a region with an installed capacity 
of about 11% million kilowatts. The Corps of Engineers report of 1932 examined 
various electrometallurgical and electrochemical markets and anticipated some 
developments in these fields, but their conclusion as to power markets was: 
“The Grand Coulee development alone would be able to meet any probable in- 
crease in power needs of the accessible area for a period of 30 years in the 
future.” (“Columbia River and Minor Tributaries”, 73d Cong., 1st sess., H. 
Doc. No. 103, 1933.) The Corps of Engineers recommended a slow development 
of the dams so that the power could be marketed. 

The Corps was not alone in envisaging difficulties in marketing such large 
amounts of power in a sparsely populated, little industralized area such as the 
Pacific Northwest. 

In 1933 the Pacific Northwest (Oregon, Washington, Idaho, and Montana west 
of the Continental Divide) contained only 3,200,000 people engaged principally 
in occupations relating to forests and agriculture. This was indeed a sparse 
population for the 271,000 square miles comprising the region. Although the 
Pacific Northwest contained about 9 percent of the land area of continental 
United States, it held only 2% percent of the population. 

Nevertheless, at this time the Pacific Northwest was finding a need for ex- 
pansion of its energy base. The energy base, to a substantial extent, was waste 
from lumber mills. As late as 1940, a study of Oregon and Washington energy 
sources by the Department of the Interior showed that 22 percent of the energy 
used (exclusive of motor fuel) came from wood. Many industrial operations 
used the waste from sawmills for generating heat and steam necessary in their 
productive processes. As a boy in Portland, I can remember that during the 
summer months the streets were lined with the slabwood from sawmills. This 
wood was left out to dry in order to be used as fuel in the home during the 
winter months. Later, many homes burned sawdust to supply the necessary 
fuel. Other local fuel supplies were limited. Coal was shipped in for the most 
part from the Rocky Mountain States, and oil principally from California. Wood 
waste was an economical fuel, but it does not lend itself to an expanding econ- 
omy. In the first place, industry had to locate close to lumber mills in order 
to economically secure this wood waste. Secondly, such an energy base could 
not be readily expanded. It was a secondary base, dependent upon the activity 
in the highly cyclical lumber industry. In the late 1930’s, oil was coming into 
increased use. Part of the increase in oil consumpticn was due to tho needs 
of an expanding economy and partly due to the fact that the lumber industry 
had started its shift from the tidewater areas of Puget Sound, Grays Harbor, 
and the lower Columbia to southwestern Oregon and the unper Will»mette Val- 
ley. Waste from these latter areas was not readily available for industrial use. 
The mills were relatively small and water shipments could not be made. 
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Analysis of the 1940 census reveals that about 67 percent of the population of 
the region normally depended upon the forests and the farms for their liveli- 
hood. By 1950 this proportion was reduced to 57 percent. Aircraft, metals, and 
chemicals all expanded to reduce the dependence on forests and farms. Part of 
this growth was the direct result of low-cost power and part was influenced by 
growing markets and by wartime expansion of facilities. 

Population of the region is still sparse—only 5,300,000 in 1957 in spite of the 
rapid growth (about 66 percent) since 1933. We still have a concentration of 
population near tidewater. Approximately 60 percent of the population lives in 
about 20 percent of the region, which lies within about 100 miles of the Pacific 
Ocean. 

One of the industries attracted to this region by low-cost power has been 
aluminum. In 1957 this region accounted for 35 percent of the national output. 
First production in the Pacific Northwest was at Vancouver, Wash., in 1940. 
Now seven reduction plants operate in the area with an eighth to be in produc- 
tion at The Dalles during 1958. Relation of regional to national production is 
shown in table 1. 


(Table 1 is as follows :) 


TABLE 1.—Primary aluminum production, the United States and Pacific 
Northwest, 1939-57 


[Thousands of tons] 


| 
| 
} 
! 





Pacific | Pacific 
United Pacific Northwest United Pacific Northwest 
Year States Northwest | as percent Year States Northwest | as percent 
| of United of United 

States States 
wen sic: 163.5 |__- Se 1949___ 603. 5 311.4 52 
ee 206. 3 5.0 24) 1950.......- 718.6 343.0 48 
1941_...-. 309. 1 67.0 22 1951.... 836. 9 364, 1 44 
eee ie 521.1 148.0 28 1052___. 937.3 350. 0 37 
tt ee 920. 2 252.0 27 |} 1953___- 1, 252. 0 480. 8 38 
ea 776. 4 281.0 36 1954____ 1, 460. 6 512.0 35 
|| re 495, 1 203. 0 41 |) 1955.... 1, 554.3 546. 5 | 35 
1946____ 409. 6 148. 0 36 1956_._- 1, 679.0 623. 6 37 
Sie ace dbws 571.8 265. 0 | 46 Peek ao 1, 647.7 580. 0 35 

Deiindscinns 623. 5 295. 0 47 


Sources: U. S. Bureau of Mines and the Bonneville Power Administration. 


Nearly half the aluminum produced in the area is locally fabricated into rod, 
wire, cable, extrusions, plate, sheet, shapes, and other rolled products. A num- 
ber of establishments utilizing aluminum in the manufacture of finished prod- 
ucts have started operations since the war. They manufacture truck and trailer 
bodies, kitchen cabinets, window and door frames, golf cart carriers, freezers, 
and many other products. 
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BPA also serves other industries. In 1956, BPA served the following 16 elec- 
troprocess plants: 


Electroprocess industrial establishments served by the Bonneville Power 
Administration, 1956 










































Company Location Product 
lena = al 
Aluminum Company of America---_------- Vancouver, Wash-.--.---.-- ..---| Aluminum and rod, wire, 
cable, and extrusions. 
DG siddiace J usbdnesclucetohnatwabedeey Wenachee, Wash-.-...-- wh ede Aluminum. 
Rayners Diotels Cee. ss ss 5- sas. d tee Longview, Wash...........----- Do. 
SEPM sma ncpainnniearaecas b> eegeDin titan desk hb vp <tahdi'agpara adn i oll ne Sid teecnhntig Do. 
Kaiser Aluminum & Chemical Corp_-..-.--- Spokane (Mead), Wash__...---- Do. 
bees adaliguih etsidashunehewtasualed Tecoma; Weln.....-.... 5255.20 Do. 
Bis. <td bs BabSie~ Bis bs esse det Spokane (Trentwood), Wash_...| Aluminum sheet and rolled 
| products. 
Anaconda Aluminum Co_........-..-.-.-- Columbia Falls, Mont--..-...--- Aluminum. 
Oarmemmnmnns6. 4000 3.5.254. 2S Vancouver, Wash___....._...--- Abrasives. 
Hanna Nickel Smelting Co--.......-...-..| Riddle, Oreg._.......-------.-.- Ferro-nickel. 
Keokuk Electro-Metals Co... _- sap iaiale leas | FOOGR JGR WOEacocccckaeee Silicon ferrosilicon. 
Pacific Carbide & Alloys.............-..-. BR a Calcium carbide. 
Pacific Northwest Alloys__...........-.--- | Spokane, Wash___.__-___._----_| Ferroalloys. 
Pennsalt Chemical Corp..........-...-...-| Portland, Oreg.............-...- Chlorine, caustic soda, 
chlorates, ammonia. 
Union Carbide & Carbon Corp_....-....--|-.--- MOUS. cdduadnedinduckves Ferroaliogs, ealeium car- 
ide. 
Vistar Chemical Works.....:..<enss<h-<+s Silver Bow, MeN6..c-<-<-ac0-<n Elemental phosphorus. 







Employment, salaries, and wages, etc., of 14 plants were compiled by an indus- 


try committee and for 2 plants by BPA. Their effect on the Pacific Northwest 
economy can in part be seen from the following statistics : 


Industrial contribution to the Pacific Northwest of 16 electroprocess plants 
purchasing power from the Bonneville Power Administration, 1956 








Aluminum | Other Total 


















Employment. 


aise 11, 400 | 2, 600 | 14, 000 
Salaries and wages...... $3 Sack Wabi ised cadeead $64, 000,000 | $14,000,000 | — $78, 000, 000 
Freight _- ; , . eeeedoae 35, 000, 000 | 6, 000, 000 41, 000, 000 
Electric power purchased 21, 000, 000 | 3, 600, 000 24, 000, 000 
Northwest purchase of materials 
Taxes, State and local ___- 5, 000, 000 1, 000, 000 6, 000, 000 


Total plant value__._......-- 


veneeeeeceeecesseeeeeeseeee-| 83,000,000 | — 15,000, 000 48, 000, 000 
| 1 231,000,000 | 52,000,000 | 283, 000, 000 
| 


Source: Data furnished by industries and BPA, 


! Since 1956 1 new primary aluminum plant has been added by the Harvey Machine Co. at The Dalles, 
Oreg., at a cost of $55,000,000. 


economy of the Pacific Northwest. These industries and the resulting employ- 
ment generate increased income in other industries. Also other segments of the 
economy have substantially increased their use of electricity somewhat faster 
than the national trend. The fact that electricity is relatively low cost com- 
pared with other fuels has encouraged its use. 

The average home and farm consumer uses much more electricity than in 
other parts of the Nation. A larger proportion of the residents of the Pacific 
Northwest cook and heat their hot water and their homes with electricity 
than the national average. This is probably due to the fact that electricity in 
the Pacific Northwest is lower cost relative to other fuels than in the rest of the 
Nation. 


| These statistics by no means show the total influence of low-cost power on the 
| 
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MARKETING POLICIES AND ACTIVITIES 


One of the first tasks of the Bonneville Power Administration after it was 
formed in 1937 was to seek markets for the power from the Bonneville Dam, 
whose first generator started operations in 1938. A small staff was hired to 
stimulate power sales. An inventory of plant sites available for industrial loca- 
tion was started in 1939. This inventory was undertaken with the cooperation 
of local chambers of commerce. These studied wage levels, labor stability, and 
other subjects which would be of interest to industry looking for locations in the 
region. 

Studies were started of regional minerals and the possibility of attracting 
electrochemical and electrometallurgical industries. The Bonneville staff recog- 
nized the need for new basic industrial enterprises to diversify the economy and 
provide for a growing population as well as to dispose of the power from the 
Federal power projects. It also recognized the problems of attracting industry 
to an area dependent primarily on forests and farms. 

In September 1939, after the outbreak of the war in Europe, the President 
reconstituted the National Power Policy Committee and appointed the Adminis- 
trator of BPA asa member. Thus, BPA became very conscious of the mounting 
concern in Washington of the need of industrial expansion for defense. The BPA 
staff immediately sought to secure some of these industries for the Northwest, 
and in July 1940 published a special report entitled, “Industry Important to Na- 
tional Defense Feasible of Establishment in the Pacific Northwest.” BPA’s 
concern in these studies was not only to build up a defense industry in the North- 
west but to endeavor to help the region lay the foundation for a diversified peace- 
time industry. The Bonneville staff was looking for permanent sale of its power 
and not a temporary wartime market. 

Aluminum was among the early industries established in the region which 
purchased its power from BPA. In December 1939, the Aluminum Company of 
America signed a 20-year contract for 32,500 kilowatts for 1 potline in Vancouver, 
Wash. By 1942, the commitment to this company had grown to 186,600 kilowatts. 
Other aluminum plants were also established. Alumina was shipped halfway 
across the country to Northwest plants for reduction into aluminum. The 
aluminum in turn was shipped back to the Midwest and other areas for finishing 
and then much of it came back to the West for the aircraft industry. The BPA 
staff argued that this was uneconomical and made vigorous efforts to convince 
the War Production Board that rolling mill facilities and extrusion plants should 
be built in the region. Only a large rolling mill for the Spokane area was 
secured. 

BPA was quite concerned about selling so much power for aluminum. Diversi- 
fied industry was desired to lend stability to BPA revenues and to the Pacific 
Northwest economy. Prior to our entry into World War II, BPA argued that 
such large sales to one industry might be contrary to the antimonopoly pro- 
visions of the Bonneville Act. However, defense considerations and later, 
war needs were paramount. More aluminum plants were constructed in the 
region and even two generators scheduled for Shasta Dim were installed at 
Grand Coulee because at Grand Coulee there was sufficient river flow to operate 
the generators continuously, which was required for aluminum reduction. 

Other industries such as chlorates, ferroalloys, calcium carbide, and mag- 
nesium also locsted in the region but aluminum reduction was the large power 
consumer. In fiscal year 1944, 63 percent of Bonneville’s energy sales were 
for aluminum and 10 percent were for direct sales to other industries. 

At the same time that BPA was pushing for industrial expansion, it was also 
attempting to increase rural and domestic use of power. Bonneville bad utili- 
zation specialists on its staff. These men and women went out into the region 
to encourage further use of electricity in the home and on the farm. 

The BPA industrial staff grew during the war as the result of the deep 
concern that large surpluses of power might exist with the cessation of hos- 
tilities. Bonneville was looking to all fronts to assure itself of marketability 
of its power at the end of the war. Industrial promotion was stepped up. 
BPA specialists contacted industrial concerns throughout the Nation and studies 
were made of potential markets. Encouragement of greater utilization was 
also being made. Cooperative studies with the universities and with other 
Government agencies examined possible new uses of electric energy and expan- 
sion of other uses such as electric house heating. With the close of the war, 
many of the defense plants did close. Temporarily, BPA found itself with a 
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surplus of power. BPA cooperated fully with other Government agencies in an 
attempt to reactivate these war plants. In addition to selling power to these 
plants, BPA appreciated the importance of protecting the Government’s invest- 
ment in these facilities. In addition, BPA felt that markets for aluminum and 
ferroalloys would expand, making for permanent power markets. At the same 
time, new markets were being explored. The economy started to expand rapidly 
again and within a couple of years, the three aluminum reduction plants that 
were shut down resumed operations. Other plants also were back in produc- 
tion before long. As a result, the power surplus rapidly diminished, and it 
became evident that new projects had to be built in a hurry to avoid a power 
deficiency. 

With the advent of the Korean war, there was again pressure for the expan- 
sion of industry, but this time Bonneville did not have the firm power available. 
However, it did have large amounts of secondary energy which appeared to have 
a fairly good record of availability. The Secretary of the Interior determined 
that, in order to rapidly build up the defense needs of aluminum, a calculated 
risk should be taken from a defense standpoint of expanding aluminum produc- 
tion in the Northwest, utilizing this interruptible power. New potlines at exist- 
ing plants were soon under construction to make use of this electric energy that 
would be cut off at times when streamflows were less than median. By 1951, 
approximately 1 pound of every 10 pounds of aluminum produced in the United 
States was being produced in the Pacific Northwest from the electric energy 
available on an interruptible basis. This interruptible load in the Northwest 
has continued and has been an important factor in the revenue of the Bonneville 
Power Administration. In 1956, sales of interruptible power to industry ac- 
counted for 14 percent of BPA’s total revenue. 

In 1951, the Chelan PUD and tbe Puget Sound Power & Light Co. worked 
out an arrangement whereby the PUD would expand the facilities at Rock Is- 
land Dam, which then was owned by the power company. Alcoa wished to build 
an aluminum reduction plant at Wenatchee, Wash., to use this power. Since 
this power would later be needed by the PUD and the power company to provide 
for normal load growth, BPA agreed to gradually take over this aluminum load 
from power that would become available from Chief Joseph Dam. 

Bonneville officials also felt that at least part of the power available from 
McNary and The Dalles Dams should be sold for industrial purposes. They felt 
that, with the mounting requirements for aluminum and other electrometallur- 
gical and electrochemical products as a result of the Korean war and the defense 
buildup, part of the power from such large dams should be reserved for such 
industries. The staff also felt that, with the large industrial expansion taking 
place nationally, the Northwest should receive its share and therefore part of 
the power from these new projects should be sold for industrial purposes. 

In 1951, BPA allocated 120,000 kilowatts for defense industries. Defense cer- 
tification was a prerequisite for negotiation for this power. Of the total, 65,000 
kilowatts was sold for a ferronickel plant near Roseburg, Oreg., 40,000 kilowatts 
for an aluminum plant at The Dalles, Oregon, and the remaining 15,000 kilo- 
watts for the expansion of 3 chemical plants. 

Another block of power was made available in Montana, in that the Hungry 
Horse Act provides that part of the power resulting from the project should be 
offered for sale first in Montana. Two industries, an aluminum plant and an 
elemental phosphorus plant, were constructed in Montana to use the bulk of 
the reservation for the State. The balance was sold to the cooperatives, the 
Montana Power Co., and the Pacific Power & Light Co. 

To provide further details on BPA’s power marketing policies and activities, 
exhibit 1 has been prepared, taking excerpts from our annual reports. 

The basis for power-marketing activities will be found in the Bonneville 
Act, a Memorandum on Power Policy issued by the Secretary of the Interior 
of January 3, 1946 (exhibit 2), and a Federal power policy statement of Au- 
gust 18, 1953 (exhibit 3). The latter statements differ as to power marketing 
with respect to industry. The 1946 statement encourages direct sales to in- 
dustry to secure diversified industrial development for economic stability of 
the project as well as aid in regional development. The 1953 statement pro- 
vides that the Government will not ordinarily sell power directly to new in- 
dustrial customers. Such consumers must ordinarily purchase through a power 
distributor rather than directly from the Government. 
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POWER SALES 


Sales of electric energy by classes of customers and by States are shown 
in exhibit 4. In the year ending June 30, 1957, industries purchased about 42 
percent of BPA’s energy. The amount of industrial sales has increased in 
recent years, primarily as the result of increased sales of power on an inter- 
ruptible basis. However, the proportionate sale to industries has declined. 
Publicly owned utilities purchased 28 percent of the energy, privately owned 
utilities 23 percent, and Federal agencies, principally the Hanford Works, 7 
percent. Sales to the privately owned utilities also include a_ substantial 
amount of nonfirm energy. About 66 percent of the power was sold in Wash- 
ington. The proportion is large in that the bulk of the industrial sales are 
in that State as well as most of the sales to Federal agencies. Also, over half 
the residents of the region live in the State of Washington. 

In exhibit 5 are shown the sales to ultimate consumers on the’ assumption 
that Bonneville power purchased by publicly owned and privately owned util- 
ities is distributed on the same basis as the total load of all distributors. Dur- 
ing the year 1957, large industry secured 54 percent of BPA’s power, rural 
and domestic consumers 23 percent, commercial and small industry 8 percent, 
Federal agencies 8 percent, and miscellaneous and losses 7 percent. 


LOAD FORECASTS 


It is difficult to compare BPA forecasts with actual loads in that the po- 
tential large block industrial loads are not included in the forecasts. It is 
felt that special generation would be necessary for their service. Primarily 
for this reason, actual loads have in many cases been a little larger than the 
forecasts, as shown in exhibit 6. On the whole, estimates fairly closely ap- 
proximate actual loads. 


ExnHrsit 1. Excerpts From ANNUAL REPORTS OF BPA ADMINISTRATOR 
CONCERNING POWER MARKETING POLICIES AND ACTIVITIES 


I. PREW AR PERIOD 


1. Annual report of 1939 (second annual report covering period July 1, 1939, to 
December 30, 1939) 

Marketing policies—The fundamental marketing policies underlying the 
transmission-system planning are briefly outlined below: 

1. The benefits of low-cost Federal hydropower should be spread over the 
widest possible area, limited only by the economics of transmission-line con- 
struction and operation. 

2. All present and potential Federal hydroelectric powerplants in the area 
should be considered to the end that the lowest cost Federal transmission system 
can be developed on a regional basis in order to obtain the full benefits of 
integration of the systems. 

8. All other present and potential public hydroelectric power systems in the 
area should be considered from the standpoint of the economics of intercon- 
nection and interchange of power. 

1. In general, the existing investment throughout the region in power supply 
and transmission facilities should be protected; that is, the Federal system 
should be planned as the most economic supplement to existing facilities. 

5. Distributing agencies should strive for the lowest possible resale rates, 
thus creating an inducement to the use of electricity for all economic require- 
ments for energy and permitting maximum utilization of Federal surplus 
power. 

6. Every consideration should be given to making Federal power available for 
the expansion of existing industry and the inducement of new industrial proc- 
esses, giving particular attention to those industries which make the maximum 
use of local resources and facilities, thus making the maximum contribution to 
the expansion and stabilization of local employment (p. 19). 

1. Annual report of 1940 (third annual report covering fiscal year 1940) 

Marketing policies defined.—Coincident with the establishment of a permanent 
sales and planning organization, fundamental sales policies were defined to 
serve as a practical guide to Power Administration staff members. The prin- 
cipal objectives of the sales and planning policies were summarized as follows: 
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(1) To make available low cost federally generated power to the largest pos- 
sible number of consumers in the Northwest, especially domestic and rural 
consumers, at the lowest possible retail rates, as provided in the Bonneville 
Act, With preference given to publicly owned agencies. 

(2) Development of the sale of industrial power with special emphasis on 
the procurement of industries new to the Northwest and of a type which would 
make maximum use of Northwest power and resources and foster the generai 
development of the region. 

(3) Power sales coverage of the entire Northwest area to the maximum dis- 
tance permitted by the economics of transmission line construction and 
operation. : 

(4) Develepment of the program with due regard to the potentialities of other 
future Federal developments in the area, both as to quantity of power and 
location. (Pp. 13 and 14.) 

I. THE WAR YEARS 
8. Annual report of 1941 

Under the terms of the Bonneville Act power sales activities for the year were, 
of necessity, confined almost wholly to industry and to publicly owned distri- 
bution agencies. In order to relieve power shortages in certain areas served by 
privately owned utility companies, it was considered consistent with sound 
policy to execute temporary contracts to supply power to the companies in- 
volved. Contracts covering such agreements were written for periods of not 
more than 2 years. (Pp. 70 and 71.) 


, 4. Annual report of 1942 


The war market.—By June 30, 1942, industrial power contracts and commit- 
, ments dominated the Administration’s marketing program and construction plans. 
‘ Industrial loads, all of them for war production, accounted directly for 92 per- 
cent of current contracts and commitments for 899,920 kilowatts. 
The economics of the Pacific Northwest and of the electroprocess industries 
of the country had long indicated that industrial power sales would play a 
major role in the development of the Northwest region.’ 
At the close of the 1941 fiscal year, the Bonneville Power Administration 
had reported to the Department of the Interior some 20 types of industry which, 
by reason of their raw material, power and market needs, were especially 


o feasible of establishment in the Pacific Northwest.* During 1942, the Bonneville 
Power Administration agreed to serve 5 of these 20 types of industry. 
" In the allocation of new war industry to the Northwest, the Administration’s 


seven-point industrial program might well serve as guide: 
1. Columbia River power should be sold to such industries and on such 


e terms as help the long run and best development of regional resources. 
- 2. The establishment of basic electro-process industries should be followed 
by fabricating and supply industries so as to support the operations of the basic 
a industries and to provide products for regional consumption at lower costs 
= than obtained at present. 
of 3. New feasible industries should be financed and managed as far as possible 
by businessmen of the region. 
- 4. Research on new processes to use electric power and raw materials in the 
o region must be stimulated by governmental agencies and the results of such 
™ research should be freely available for use by independent enterprise. 
: 5. The opposition of established industry to new competition from North- 
- ! west industry and the attempts of any industrial groups to control large 
ie amounts of Columbia River power must be prevented. ; 
‘sag 6. Within the region, new industries should be encouraged to decentralize 
- in accordance with the advantages of locational factors and of the “postage 
- stamp” rate of the regional network. 
7. Columbia River power should be sold on such terms as contribute to the 
OF conservation of other resources of the region and as prevent the destruction 
“4 of scenic and recreational assets. (P. 38.) 
to j 
1See improvement of Columbia River at Bonneville, Oreg., War Department, Corps of 
Engineers, 1935-38; Annual Report of the Federal Power Commission, Fiscal Year Ended 
June fokeae Annual Reports of the Administrator of the Bonneville Power Administra- 
nt “Teas Anwais Report of Bonneville Power Administration, 1941. (P. 29.) 
to 
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5. Annual report of 1943 


The postwar market.—As the United States gained victory after victory 
during 1943, it became necessary, in the interest of good management, for the 
Bonneville Administration to consider the effects of the postwar period upon 
its power market. Furthermore, this was required by Presidential memo- 
randum on May 22, 1948. 

The postwar problem, as it directly affected Bonneville, was twofold: (1) 
the stabilization and expansion of power-using industry; and (2) the develop- 
ment of the rural and domestic use of low-cost electric power. 

Accordingly, it was toward the solution of this dual problem that the Bonne- 
ville Administration began to shape a postwar program, to be undertaken as 
soon as possible, for the approval of the Congress, the Department of the 
Interior and the War Production Board. 

Stabilization of the immense Northwest aluminum industry comprised one 
of the largest single phases of the problem. In order to determine what steps 
Were necessary to this stabilization, consideration was given to a study of 
the competitive position of existing aluminum plants, an analysis of the Defense 
Plant Corporation contracts for each of the plants, and finally, to the active 
promotion of steps to provide continuing operations on a competitive basis, by 
businessmen of the region. 

Vith this proposal, consideration was given to methods whereby postwar 
aluminum markets could be developed in and accessible to the Northwest region. 

Along with this, the possibilities of assisting in further research relative to 
other power-using industries were being considered. 

Active consideration also was being given to plans for expansion of the 
rural and domestic power market. Rough estimates arrived at during the 
fiscal year indicated that, with proper development, irrigation, rural electrifica- 
tion, and domestic power use would require, during the first postwar decade, an 
additional generating capacity in the Pacific Northwest of about 1,700,000 kilo- 
watts. 

All these aspects of the postwar problem as it would affect the Northwest 
power market were being pulled together for consideration by the proper Gov- 
ernment bureaus and the Congress during the fiscal year 1944. Such studies 
were considered not only to be fundamental to the proper administration of the 
Bonneville Act, but of considerable importance to future protection of the 
acific Northwest economy (pp. 11, 12). 

6. Annual report of 1944 

Power sales—The Bonneville Power Administration continued to supply 
power to a major share of the Pacific Northwest’s war loads during the past 
fiscal year, approximately 89 percent of all power generated at Bonneville and 
Grand Coulee Dams going either directly to the Administration’s war customers, 
or to other utility systems in the region to help them meet their war loads. 

By June 30, 1944, the Administration had in effect 91 executed power and 
exchange contracts, with a total overall contract demand of 1,054,612 kilowatts. 
This represented an increase of 143,860 kilowatts during the fiscal year. On 
a contract basis, these demands were divided as follows: 

Industrial sales of 894,600 kilowatts; military establishments, 23,250 kilo- 
watts; cooperatives, 9,170 kilowatts; public or peoples’ utility districts, 48,200 
kilowatts; municipalities, 5,725 kilowatts; and privately owned utility com- 
panies, 73,667 kilowatts. In addition, 2 municipalities and 2 private utilities 
are being served under exchange contracts. 

Three new public-owned agencies signed contracts during the year, and 
six new contracts were executed with existing public-agency customers of the 
Bonneville Power Administration. This brought the total of power-agency con- 
tracts in force at the end of the fiscal year to 54, with a total contract demand 
of 63,095 kilowatts as compared with a total of 59,685 a year ago. While this 
increase in contract demand is comparatively small, a better indication of 
public-agency growth is gained by a comparison of power-consumption figures 
for the 2 years. Continuing the upward trend of previous years, the sale of 
power to publicly owned and operated power distribution agencies, excluding 
Tacoma and Seattle, by the Bonneville Power Administration, increased 60.2 
percent, rising from a total of 176,723,021 kilowatt-hours in fiscal 1943 to 283,- 
081,561 kilowatt-hours in fiscal 1944 (pp. 54, 55). 
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7. Annual report of 1945 (report of the Columbia River Power System) 


Recovery of war loads for Bonneville and Grand Coulee projects and mar- 
keting of power from additional projects will depend upon an aggressive power- 
marketing program by the Bonneville Power Administration which will take 
full advantage of the natural resources of the region and the influx of popula- 
tion, both during the war and during the reconversion period. It will also 
depend upon an aggressive retail power-marketing program by distribution 
agencies, both publicly and privately owned (p. 26). 


Ill. THE PERIOD 1946-53 
8. Annual report of 1946 
t 


With the end of the war in August 1945 came the expected large cutbacks in 
the use of electric power as the wartime industrial machine was halted. Far 
sooner than had been anticipated, however, Pacific Northwest power surpluses 
were absorbed by industrial conversion, especially in the light-metals field, to 
peacetime production, and by an unprecedented increase in consumer demand 
for electric energy. The Administration now faces the problem of meeting these 
demands, as well as that of constructing transmission facilities to supply areas 
undergoing critical power shortages (p. 1 of letter of transmittal). 

The Bonneville Power Administration’s marketing program is essentially a 
management tool. In formulating construction programs, it must have the best 
possible working knowledge of where and to what degree loads will materialize, 
which only this instrument of management can furnish. 

Power marketing is a matter of long-range management based upon study 
and research. Usually, several years are required before concrete or practical 
results from marketing activitivities become apparent. Therefore, the effort 
must be continuous to assure continuity in economic and industrial develop- 
ment. 

In support of its program of industrial marketing of Federal power, the Ad- 
ministration has pursued various investigations which make accurate and de- 
tailed data available to potential industrial customers. The series of county 
economic surveys, entitled “The Economic Base for Power Markets,’ is con- 
stantly being enlarged. (pp. 24, 25). 

All long-term, wholesale power contracts with distributors of Bonneville power 
contain provisions regarding resale rates and principles of operation to the 
end that power purchasesd from the Administration shall be distributed for the 
benefit of the general public, and, particularly, of domestie and rural consumers. 

The Administration has no long-term contracts with private utilities, pri- 
marily for the reason that these agencies have been unwilling to concur in con- 
tractual provisions affecting the level of resale rates. The Bonneville Act pro- 
vides “contracts entered into with any utility engaged in the sale of electric 
energy to the general public shall contain such terms and conditions, including, 
among other things, stipulations concerning resale and resale rates by any such 
utility, as the Administrator may deem necessary, desirable, or appropriate to 
effectuate the purposes of this Act and to insure that resale by such utility to the 
ultimate consumer shall be at rates which are reasonable and nondiscriminatory.” 

While agreements on resale rates and other provisions of long-term contracts 
have not been reached, the Administration has continued its wartime policy of 
providing these companies with power supplies up to the limit of the needs 
of the companies or of the ability of the Administration to supply power. 
Agreements under this policy, while short term, have been renewed as condi- 
tions required (pp. 32,33). 


9. Annual report of 1947 


Another development since the close of fiscal year 1947 was the execution of 
1-year contracts with 5 major private utility companies of the region, providing 
for delivery of 335,000 kilowatts of Bonneville-Grand Coulee power. The com- 
panies included the Pacific Power & Light Co., the Washington Water Power 
Co., the Portland General Electrie Co., the Puget Sound Power & Light Co., and 
the Mountain States Power Co. Although the companies desired long-term 
agreements, the acute power-supply situation precluded such a course, since such 
contracts would have committed for a considerable period a large block of power 
to which public agencies, already hard pressed for supplies, have preference 
under provisions of the Bonneville Project Act. In this connection it should be 
pointed out that, until January 1942, the Administration was under congres- 
sional mandate to reserve 50 percent of its power for public agencies and, after 
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that date, still was required to give preference and priority to public agencies at 
all times. However, the private utilities of the region have always received a 
large share of the power from the Columbia River plants. In fact, during the 
10-year period they received more than twice the amount of power taken by the 
public owned groups. The preference and priority rights of the public agen- 
cies were fully protected during this period, however, since the Administration 
only provided power to the private utilities on a short-term basis. At no time 
were the needs of either public or private agencies not satisfied (p. 4 of letter 
of transmittal). 

10. Annual report of 1948 

Customer service—Power requirements of the region increased faster during 
the year than generation and transmission facilities could be constructed with 
the inadequate funds appropriated. Service to a number of preferred customers 
was inadequate or delayed, and lack of facilities made it impossible to contract 
for the sale of power to many prospective customers. 

As of June 30, 1948, the Administration’s load forecasts showed that the re- 
quirements to meet existing long-term firm commitments by 1951 would leave no 
firm power for sale to new customers until upstream storage becomes available 
in the summer of 1952 from Hungry Horse Reservoir. 

Virtually the entire supply of firm power from the Federal system available in 
1951 had been committed, by the close of the year, on long-term contracts to the 
public agencies and the heavy electro industries which had been attracted to the 
region in the war and postwar periods by availability of low-cost power. 

These commitments included reserves for growth in public agency loads. 

The margin of firm power held in reserve for growth in loads of public agen- 
cies was sold on 1-year contracts to privately owned utility companies in the 
region for their use pending such time as it would be absorbed by the needs of 
the preferred agencies. 

This situation made it impossible for the Administration to consider new long- 
term commitments for firm power supply, since such supply must be guaranteed, 
and is limited by the possibility of minimum water conditions in the Columbia 
Basin. 

There will be available for sale, however, a considerable but variable quantity 
of power during high-water seasons of each year, and during longer periods in 
those years where better than minimum water conditions prevail (p. 13). 

11. Annual report of 1949 

Until 1952, however, no significant additions can be made to the firm power 
capabilities of the Federal plants. The region must, therefore, depend upon bet- 
ter than average streamflows to meet the increasing power requirements of its 
homes, farms, and industries. If minimum hydroelectric conditions are encoun- 
tered in the winters of 1950-51 or 1951-52, severe curtailment of power loads 
will undoubtedly be necessary. 

From an administrative standpoint these factors mean that the Bonneville 
Administration will be unable to make any firm power commitments to public 
and private utilities for the years prior to availability of energy from Hungry 
Horse Dam (p. 3 of letter of transmittal). 

12. Annual report of 1950 

Inadequate power supply to satisfy existing and future regional needs remains 
as the greatest problem confronting the Administration. As was forecast in 
the Bonneville Power Administration annual report for fiscal year 1949, it has 
not been possible to execute any new firm power commitments with either indus- 
try or utilities, regardless of whether they are public or private operations. 
Commitments have been made, however, to several manufacturers of critical 
materials, located in western Montana, for supplies of interruptible power to 
become firm following the completion of Hungry Horse Dam. 

In addition, a firm power contract was executed during March 1950 with the 
Montana Power Co. for an initial term of 5 years, beginning with first delivery 
of power from Hungry Horse Dam during the fall of 1952. A provision of the 
contract requires service by transfer to four Montana cooperatives until firm 
power from Hungry Horse becomes available. Other provisions include a 
formula for rate reductions on the part of the company and other transfer ar- 
rangement to customers of the Bonneville Power Administration (pp. 2 and 3 of 
letter of transmittal). 













































































































BONNEVILLE PROJECT ACT AMENDMENTS OF 1958 275 


13. Annual report of 1951 


Several important developments have taken place since the end of the official 
reporting year, July 1, 1950, through June 30, 1951. As the published annual 
report is usually at the end of the calendar year, the most signififtant intervening 
events are briefly reviewed. 

Five-year power contracts between all major Pacific Northwest private utili- 
ties and the Bonneville Power Administration were approved October 31, 1951, 
by the Department of the Interior. Previous contracts, with the exception 
of a 5-year contract signed with the Montana Power Co. on March 18, 1950, have 
been on a year-to-year basis. 

Power under the new contracts, effective September 30, 1951, will continue 
to be supplied to the five companies—Portland General Electric, Pacific Power & 
Light, Puget Sound Power & Light, Washington Water Power, and Mountain 
States Power—during part of each year on an interruptible basis, dependent 
upon water conditions, until sufficient additional firm power becomes available 
from new generation at McNary and other Federal dams now under construc- 
tion. 

The major purpose of these agreements is to establish by contact the relative 
positions of private utilities and other Bonneville customers in a manner con- 
sistent with requirements of the Bonneville Act. Private utilities in the region 
will be given a firmer basis for planning their future development. Public agen- 
cies and cooperatives continue to be assured of their full power requirements 
before power is supplied to private utilities. This is in accordance with both 
the letter and the spirit of the law and encompasses all load growth of public 
agencies, including new industrial loads and loads resulting from acquisition 
of facilities from private utilities. 

Private power companies will receive firm power on the basis of the following 
schedule of priorities : 

1. Requirements of public agencies, cooperatives, and Federal agencies in 
excess of their own hydro resources and existing firm power commitments and 
reservations to industries have first call on the Government’s supply of firm 
power. Present commitments include 120,000 kilowatts for new defense industry. 

2. Up to 500,000 kilowatts of firm power will be made available for private 
utilities but is subject to review and possible change for any extensions of the 
contract. 

3. Up to 70,000 kilowatts will be made available for firming up interruptible 
power, essentially for smaller industries being served by Bonneville. Aluminum 
producers are not included. 

4. Private utilities will receive power equal to the sum of all firm industrial 
loads of 2,500 kilowatts or more which have in the interval after the effective 
date of the private utility contracts been added on the systems of both preference 
customers and the private utilities. These loads are considered to be in addition 
to the normal load growth of the systems. 

5. Additional available firm power, after the above priorities, including the full 
requirements of the preference customers for general use for service to industry 
are taken care of, would be supplied 50 percent to private utilities and 50 
percent to additional industrial loads by the Bonneville Power Administration. 

6. After the full firm power requirements of the private utilities are met in 
accordance with the foregoing schedule of priorities, any additional power sup- 
plies will be made available by the Government for new industries without 
limitation. 

Terms of the new contracts give private utilities assurance of priority to firm 
power for domestic and rural customers as well as diversified industrial loans, 
as soon as Columbia River Federal generation reaches the point where present 
and future requirements of Bonneville’s preferred customers and existing or 
presently scheduled loads can be met. Provisions also call for filing of rate 
schedules with Bonneville and prior approval of resale when Bonneville is able 
to supply the firm power requirements of the utilities. 

Contracts are for an initial term of 5 years with provision for successive 
extensions of 1 year each, the first to be made prior to expiration of 2 years of 
the 5-year term. If agreement is reached, this would automatically extend the 
contract each year to 4 years in the future, permitting advance scheduling of 
power supplies by private utilities. 

Previous contracts with these private utilities have been for a term of 1 
year (pp. 32, 33, and 34). 
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14. Annual report of 1953 


This 16th annual report is the last to be submitted by present management of 
the Administration; and for this reason it seems pertinent here to make some 
observations as to the future of the Columbia River power-system operations. 

It is urged that in the future the low rate policy be maintained. Basic to 
the entire principle of public development of the Columbia River power re- 
sources has been the long-term purpose of balancing the Pacific Northwest re- 
gion’s timber-agricultural economy with industrial payroll development. Con- 
tinuing studies by the Bonneville staff over the past years, as well as the per- 
formance record of the agency, have shown that this objective can best be 
achieved by keeping the wholesale rate for power at a sufficiently low level to 
offset the disadvantages of high regional freight rates and the consequent high 
cost of importing raw materials and exporting manufactured products. 

Therefore, it is urgently recommended that pending allocations of the cost of 
new multiple-purpose projects be determined in the light of these factors. Other- 
wise, the development of new basic industry may be seriously hampered, the 
future market for industrial power will be sharply limited, and the repayment 
ability of the program may be impaired. 

It must also be pointed out that an early beginning of new multiple-purpose 
projects, particularly those embodying large, upstream storage capacity, is now 
imperative if economic development of the Northwest region is to be maintained 
in sound, dynamic condition. Projects now built or presently under construc- 
tion are not sufficient of themselves to assure the objectives inherent in the 
Columbia River development statutes. 

Urgent also is new substantive legislation which will permit implementation 
of the partnership principle of river development. To be fully effective, passage 
of such legislation should be undertaken at the 2d session of the 83d Congress. 
A simple lhut very effective measure to accomplish that objective would be to 
permit purchase by the Department of the Interior of excess generation devel- 
oped by local regional agencies. Such legislation, if enacted with provisions ade- 
quately safeguarding its operation, would not only provide concrete assistance to 
local agencies in financing such projects but would also preserve the strong con- 
trols against monopoly as stated in the Bonneville Project Act. 

Unless such controls are maintained, there will be an ever-present danger of 
a growth of monopoly of a great public resource. There will also be danger of 
a growing inequity in the cost of wholesale power as among the several classes 
of wholesale power purchasers (pp. 3 and 4 of letter of transmittal). 


IV. THE PERIOD SINCE 19538 


15. Annual report of 1954 

Brief comment should be made on several significant management and policy 
phases of the Administration’s program. 

The power partnership policy of President Dwight D. Eisenhower under 
guidance of the Department of Interior has aroused great activity and interest 
in the Pacific Northwest. Bonneville Power Administration is offering full 
cooperation to all utilities of the region, both publicly and privately owned, in 
planning for integration of proposed non-Federal projects with the Federal 
power system. 

The unprecedented interest in the power partnership policy is reflected by 41 
applications for power projects in the Pacific Northwest which have been filed 
by non-Federal utilities with the Federal Power Commission. These applica- 
tions represent a potential addition of over 8,000,000 kilowatts, exclusive of 
several proposed Canadian storage projects which could add between 1,000,000 
and 1,500,000 kilowatts of generating capacity to the Columbia River system 
in the United States. 

There is every reason to believe the power requirements of the Pacific North- 
west can be met through the new generation contemplated under the partner- 
ship program and construction of recommended Federal multipurpose projects 
such as Libby Dam (pp. 3 and 4 of letter of transmittal). 


16. Annual report of 1955 

Significant policy and program developments currently include— 

1. Plans to make the Federal grid available for wheeling non-Federal genera- 
tion to load centers, wherever most economical and feasible to do so, are pro- 
gressing rapidly. Joint studies are well underway to explore “wheeling possi- 
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bilities” with the city of Tacoma Cowlitz River projects, Grant County Public 
Utility District Priest Rapids project, Portland General Electric Co. Pelton 
project, and Pacific Northwest Power Co. Mountain Sheep and Pleasant Valley 
Dams. 

2. Bonneville Power Administration’s Regional Advisory Council has been 
reconstituted to bring about a more comprehensive representation of all major 
economic and related Pacific Northwest interests. Initial meetings of the Coun- 
cil were held at Seattle, Spokane, and Portland in November 1955. 

8. A survey of the Administration’s rate structures and procedures was com- 
pleted in November 1955 by Ford, Bacon & Davis and is now under study. The 
survey is expected to be the basis for simplifying and streamlining rate sched- 
ules and procedures in line with current utility practices. 

4. Substantial savings made in costs of dams and transmission equipment, 
together with sales of large quantities of dump power previously without a mar- 
ket, made it possible to extend the Administration’s basic wholesale power rate 
of $17.50 per kilowatt-year unchanged for at least another year, or through 
December 20, 1957 (pp. 2 and 3 of letter of transmittal). 


17, Annual report of 1956 


Contract negotiations and studies are well underway with respect to the sale 
of power to the aluminum and other industries on an interruptible basis and the 
development of markets for low availability, nonfirm power now largely unsold. 

Sales of nonfirm energy to the industries on an interruptible basis have been 
substantial in recent years, but have not been covered by formal contracts. Cur- 
rent negotiations and studies are considering the formalization of the existing 
sales arrangements. This would place the sale of interruptible power on a firm 
contractual basis, with possible advantages to both the Administration and the 
customer. 

Energy sold to industries of an interruptible basis is available for a fairly sub- 
stantial percentage of the time over a period of years. Additional and substan- 
tial amounts of energy are available for a much smaller percentage of the time, 
such as only during the high runoff months of late spring and early summer and 
during other months when streamflow conditions are unusually favorable. If this 
low-availability energy can be offered for sale at sufficiently attractive rates, it 
may be possible to sell substantial quantities to replace steam generation, particu- 
larly for new steam plants, to supplement coastal hydro plants or to industries 
that can adapt their operations to such power (pp. 4 and 5 of letter of trans- 
mittal). 


18. Annual report of 1957 


Important progress was made during the fiscal year in a number of key policy 
and management phases of the Administration’s program. 

Basic procedures and formulas for contractual application of the “wheeling” 
principle to transmission of non-Federal generation over the Federal high-voltage 
grid were established and expanded. Long-term contracts for wheeling energy to 
be produced at Priest Rapids and Rocky Reach Dams and integration with the 
Northwest Power Pool are in the final stages of negotiation or have already been 
signed by many of the participating utilities. Development of arrangements for 
transmitting non-Federal generation by use of the Federal transmission system 
contributes materially to the economic feasibility of these projects and provides 
an excellent example of integrated utility operation. 

On the basis of rate level studies nade during the past year, it was decided 
to continue the Bonneville Power Administration basic rate of $17.50 per kilo- 
watt-year to December 20, 1959. Emphasis will continue to be placed on these 
rate level studies during the coming year in view of the increasing capital invest- 
ment required per kilowatt of generating capacity. The increasing costs of opera- 
tion and maintenance, as well as project construction and rapidly changing con- 
ditions in the marketing of power, particularly secondary or interruptible power, 
make it imperative that rate level studies be kept on a current basis (pp. 3 and 4 
of letter of transmittal). 

The Administration was serving 114 customers during the fiscal year 1957 
with no changes during the year. There were 76 publicly owned distributors of 
power, 18 industrial customers, 11 Federal agencies, and 9 privately owned 
utilities. 

In order to improve services to these customers, 11 points of delivery were 
added during the year, bringing the total number of delivery points to 345 at 
the end of the 1957 fiscal year (pp. 25 and 26). 











278 BONNEVILLE PROJECT ACT AMENDMENTS OF 1958 


ExHIBIT 2 


THE SECRETARY OF THE INTERIOR, 
Washington, January 3, 1946. 


MEMORANDUM ON POWER POLICY TO ALL STAFFS OF THE 
DEPARTMENT OF THE INTERIOR 


The Congress, over a 40-year period, has enacted a large number of laws relat- 
ing to electrical-power activities. Most, but not all, of these acts relate specifi- 
cally to the Department of the Interior. The others serve equally to fix the 
general policy that must guide all Interior Department staffs and officials in 
their administration of power programs. In recent years the Congress has 
greatly increased the responsibilities of the Department for the development 
and disposition of electrical energy. It is, therefore, appropriate to recapitulate 
the guiding principles which emerge from the individual acts of Congress, and 
which must govern the administrative actions of this Department in discharging 
its responsibilities relating to electrical power. 

The primary objectives of the acts of Congress (excerpted in the attachment) 
may be summarized as follows: 

1. Federal dams shall, where feasible, include facilities for generating elec- 
trical energy: Reclamation Act of April 16, 1906; act of July 25, 1912; the 
Tennessee Valley Authority Act of 1933; the Flood Control Acts of 1938, 1944, 
and 1945. 

2. Preference in power sales shall be given to public agencies and coopera- 
tives: Reclamation Act of April 16, 1906; the Raker Act of December 19, 1913: 
Federal Water Power Act of 1920; Boulder Canyon Act of 1928; Tennessee Val- 
lay Authority Act of 1983; Rural Electrification Act of 19836; Bonneville Act 
of 1937; Fort Peck Act of 19388; Reclamation Project Act of 1939; Flood Control 
Act of 1944. 

3. Power disposal shall be for the particular benefit of domestic and rural 
consumers: Tennessee Valley Authority Act of 1933; Rural Electrification Act 
of 1936; Bonneville Act of 1937; Fort Peck Act of 1938. 

4. Power shall be sold at the lowest possible rates consistent with sound busi- 
ness principles: Tennessee Valley Authority Act of 1933; Bonneville Act of 
1937 : Fort Peck Act of 1938; Flood Control Act of 1944. 

5. Power disposal shall be such as to encourage widespread use and to prevent 
monopolization: Tennessee Valley Authority Act of 1933; Rural Electrification 
Act of 1936; Bonneville Act of 1937; Fort Peck Act of 1988; Flood Control Act 
of 1944. 

These basic policies are prescribed by Congress. It is the job of the Depart- 
ment of the Interior to carry them out, and to see that the administration of 
its power programs will in fact secure these objectives. The following prin- 
ciples are designed to implement the congressional policy. They will guide all 
staffs and officials of the Department who deal with power. 


I. PLANNING AND CONSTRUCTION 


(a) Hydroelectric generating facilities shall be designed and installed in all 
projects where feasible. The project shall have its own steam standby and 
reserve facilities were necessary to independent operation on an economical 
and efficient basis. 

(b) Facilities shall be designed and installed to provide the type of power 
and service required by public agencies and cooperatives. 

(c) Construction shall be economical and efficient. 

(d) Government hydroelectric plants within a region shall be integrated by 
transmission ties. 

(e) Transmission outlets to existing and potential wholesale markets shall 
be adequate to deliver power to every preferred customer within the region 
upon fair and reasonable terms. They must be owned and controlled by the 
Government unless privately owned facilities should be made available upon 
terms which assure full accomplishment of the basic objectives of the congres- 
sional power policy and which do not reward the private company simply because 
of its strategic location or monopolistic position. 
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(f) Allocations of costs on multiple-purpose projects shall not result in 
power consumers paying for facilities not fairly to be attributed to the operation 
of the power system, except as may be necessary to make the project feasible as 
required by law. 


II. OPERATION AND SALES 


(a) Active assistance, from the very beginning of the planning and authori- 
zation of a project, shall be given to the organization of public agencies and 
cooperatives for the distribution of power in each project area. The statutory 
objectives are not attained by merely waiting for a preferred customer to come 
forward and offer to purchase the power. 

(b) Operations shall be economical and efficient. 

(c) Wholesale rate schedules shall be nondiscriminatory and shall be designed 
to bring power at the lowest possible rates to distributors that are principally 
serving domestic and rural consumers. 

(d@) Resale rate and other provisions shall be included in wholesale contracts 
with distributors to insure that power is furnished to the ultimate consumer at 
the lowest possible rates, which shall reflect as nearly as may be the cost of the 
service. 

(e) Public agencies and cooperatives shall be encouraged to build diversified 
loads and markets and neither the operations nor the markets of these agencies 
or of the Government facilities shall be restricted by contracts or operating 
agreements which might serve to limit the widespread use of the power from the 
Federal project. 

(f) No contracts shall be made that operate to foreclose public agencies and 
cooperatives from obtaining power from the Government project. Contracts 
with these organizations shall recognize their preferential character and assure 
them full opportunity to secure the benefits of Federal power. Contracts with 
privately owned companies shall be limited in time and shall contain provisions 
for their cancelaltion or modification by the Government as necessary to ensure 
preference to public agencies and cooperatives. 

(g) Rates, contracts, and financial data shall be made public. 

(h) A diversified development of the industries and resources of the region 
shall be given active encouragement in order to benefit the load factor and to 
promote the economic stability of the project as well as to aid in regional 
development. 

(i) Public agencies and cooperatives which are existing or potential cus- 
tomers of the Federal project shall be given every assistance in promoting 
sound programs and operations. 

This list of guiding principles is not intended to be exhaustive but is de- 
signed to serve as the primary operating basis for attaining the objectives which 
Congress has prescribed for Federal power programs. These principles will 
guide all staff and reviewing officials of the Department of the Interior who 
are administering power activities. The administration and review of these 
activities will be continued by the agencies and officials heretofore designated. 


Harowp L. IckKss, 
Secretary of the Interior. 
Acts OF CONGRESS PROVIDING THE BASIS OF THE FEDERAL POWER POLiIcy 


The Reclamation Act of April 16, 1906 (934 Stat. 117; 43 U. 8. CO. sec. 522) 
The Secretary of the Interior may lease surplus power from irrigation proj- 

ects, “giving preference to municipal purposes” (sec. 5). 

Act of July 25, 1912 (37 Stat. 201; 33 U. 8. C., sec. 609) 


Works desirable for development of waterpower authorized to be provided 
in all navigation dams “in order to make possible the economical future devel- 
opment of waterpower” (sec. 12). 


The “Raker Act” of December 19, 1913 (38 Stat. 242) 


Use of national park land granted to the city of San Francisco for the purpose 
of storing water for domestic use and developing power (sec. 1). City “pro- 
hibited from ever selling or letting to any corporation or individual, except a 
municipality or a municipal water district or irrigation district, the right to 
sell or sublet the water or the electric energy sold or given to it or him” by the 
city (sec. 6; see U. S.v San Francisco, 310 U. 8. 16 (1940) ). 
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The Federal Water Power Act of June 10, 1920 (41 Stat. 1068; 16 U. 8S. C., 
sec. 800) 
Federal Power Commission “shall give preference to applications * * * by 
States and municipalities” for permits and licenses to build and operate works 
upon navigable waters (sec. 7). 


Boulder Canyon Project Act of December 21, 1928 (45 Stat. 1957; 48 U. 8. C., 
sec. 617d (c)) 
Contracts for use of hydroelectric energy to be let “in conformity with the 
policy expressed in the Federal Water Power Act as to conflicting applications” 
(sec. 5 (c)). 


Tennessee Valley Authority Act of May 18, 1933 (48 Stat. 58, as amended; 16 
U.S. C., sec. 831 et seq.) 

Surplus power “shall be considered primarily as for the benefit of the people 
of the section as a whole and particularly the domestic and rural consumers to 
whom the power can economically be made available, and accordingly that sale 
to and use by industry shall be a secondary purpose, to be utilized principally 
to secure a sufficiently high load factor and revenue returns which will permit 
domestic and rural use at the lowest possible rates and in such manner as to 
encourage increased domestic and rural use of electricity” (sec. 11). 


Rural Electrification Act of May 20, 1936 (49 Stat. 1363; 7 U. 8. C., sec. 901 et 
seq.) 

Preference to be accorded public and cooperative bodies seeking loads under 
terms of act (sec. 4). 
Bonneville Act of August 20, 1937 (50 Stat. 731; 16 U. 8S. C., sec. 832 et seq.) 

To prevent monopolization of electric energy generated at Bonneville project, 
transmission facilities to be constructed and operated (sec. 2 (b)). Prefer- 
ence and priority to be accorded to public bodies and cooperatives to insure 
operation of project “for the benefit of the general public, and particularly of 
domestic and rural consumers” (sec. 4 (a)). Policy of Congress declared to 
preserve preferential status of public bodies and cooperatives and to give people 
within economic transmission range reasonable time and opportunity to or- 
ganize such bodies for purchase of electric energy (sec. 4 (d)). Contracts with 
privately owned utilities to contain cancellation clauses to permit power to 
be diverted to preferred customers (sec. 5 (a) (2)). 


Fort Peck Act of May 18, 1938 (52 Stat. 408; 16 U. S. C., sec. 883 et seq.) 

To encourage widest possible use of electric energy and prevent monopoliza- 
tion thereof by limited groups, transmission lines and appurtenant facilities to 
be provided at Fort Peck project (sec. 2 (b)). Preference project “for the 
benefit of the general public and particularly of domestic and rural consumers” 
(sec. 4). 


Flood Control Act of June 28, 1938 (52 Stat. 1215; 33 U. 8. C., sec. 701j) 


Penstocks to be installed in any dam “adapted to possible future use in 
the development of hydroelectric power” (sec. 4). 


Reclamation Project Act of August 4, 1989 (53 Stat. 1187; 43 U.S. C., sec. 
485h (0)) 

Preference in sales of power to be given public bodies and to cooperatives 
and other nonprofit organizations financed in whole or in part by the Rural Elec- 
trification Administration (sec. 9 (c)). 

Flood Control Act of December 22, 1944 (58 Stat. 887) 

Surplus electric energy developed at reservoir projects to be disposed of “in 
such manner as to encourage the most widespread use thereof at the lowest 
possible rates to consumers consistent with sound business principles”; prefer- 
ence to be given in sale of such energy to “public bodies and cooperatives” ; 
and, where necessary, transmission lines and related facilities to be constructed 
or acquired to make such energy available, in wholesale quantities, “on fair and 
reasonable terms and conditions to facilities owned by the Federal Government, 
public bodies, cooperatives and privately owned companies” (sec. 5). Pen- 
stocks to be installed in any dam adapted to possible future use in the de- 
velopment of hydroelectric power (sec. 10). 
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Flood Control Act of March 2, 1945 (Public Law 14, 79th Cong.) 

Penstocks adapted to possible future use in the development of hydroelectric 
power to be installed in any dam when approved by the Secretary of War upon 
recommendation of Chief of Engineers and of Federal Power Commission ; such 
recommendations to be based upon consideration of the proper utilization and 
conservation in the public interest of the resources of the region (sec. 2). 


Exuisit 3 


FEDERAL Power POoLicy 


DEPARTMENT OF THE INTERIOR, August 18, 1953. 


The Reclamation Act of 1902, as supplemented by the act of 1906, and various 
other acts of Congress since that date, to and including the Appropriation Act of 
1953, have served to make the Department of the Interior the marketing agency 
for electric energy produced at many Federal Government-owned plants. These 
various acts of Congress have served to establish some basic policies for the 
marketing of this power as well as the planning of facilities for generation and 
transmission. Supplementary to these acts of Congress, the Department has, on 
various occasions in the past, stated policies on this important matter. 

The statement herewith of power policy is a summary of the guiding principles 
which the Department of the Interior will hereinafter follow in planning and 
operating facilities for the generation and transmission, and marketing of elec- 
tric energy. It is based upon the various acts and statements of Congress and 
statements of this Administration’s policy. It supersedes all statements of 
power policy heretofore issued by the Department. 

The policies hereinafter stated will be modified if at any time this is necessary 
to better serve the paramount requirements of national defense. 


1. GENERATING FACILITIES 


The primary responsibilities of the Department are the reclamation of arid 
and semiarid lands under the Federal reclamation laws and the development 
of natural resources as authorized by Congress. These responsibilities include 
the disposal of surplus electric energy which can be economically produced in the 
course of the development of these resources. The Department of the Interior 
will, therefore, actively plan and recommend construction of generating facilities 
in hydro projects under its jurisdiction when such facilities are economically 
justified and feasible. The Department will particularly emphasize those multi- 
purpose projects with hydroelectric developments which, because of size or com- 
plexity, are beyond the means of local, public or private enterprise. 

It is recognized that the primary responsibility for supplying power needs of 
an area rests with the people locally. The responsibility of the Department of 
the Interior is to give leadership and assistance in the conservation and wise 
utilization of natural resources. The Department does not assume that it has the 
exclusive right or responsibility for the construction of dams or the generation, 
transmission and sale of electric energy in any area, basin, or region. In general, 
it will not oppose the construction of facilities which local interests, either public 
or private, are willing and able to provide in accordance with licenses and 
other controls of the Federal Power Commission or other appropriate regulatory 
bodies and which are consonant with the best development of the natural 
resources of the area. 

CITATIONS 


(a) Address by the President—State of the Union Message to 1st session of 
83d Congress 
“* * * The best natural resources program will not result from exclusive 
dependence on Federal bureaucracy. It will involve a partnership of the States 
and local communities, private citizens, and the Federal Government, all work- 
ing together. This combined effort will advance the development of the great 
river valleys of our Nation and the power that they can generate.” 


(b) Reclamation Act of 1906 (43 U.S. C., sec. 522) 
“Whenever a development of power is necessary for the irrigation of lands, 
under any project undertaken under the said reclamation law, or an opportunity 
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is afforded for the development of power under any such project, the Secretary 
of the Interior is authorized to lease for a period not exceeding 10 years, giving 
preference to municipal purposes, any surplus power or power privilege * * * 
Provided, That no lease shall be made of such surplus power or power privileges 
as will impair the efficiency of the irrigation project. * * *” 


(c) House Committee on Interior Department appropriation bill, 1949 


“Statement of policy. The committee desires to reemphasize its statement 
in former reports on the bill, that the reclaiming of arid lands by the construc- 
tion of reclamation projects is and always has been the primary purpose of the 
reclamation laws. Development of hydroelectric power is incidental to ir- 
rigation and is made as a means of financially aiding and assisting such under- 
takings. This policy should not be departed from without specific legislation 
by the Congress.” 

(ad) Address of Secretary McKay at Boston, Mass., May 14, 19538 

“It should be our objective in these multi-purpose reservoir projects to utilize 
this water resource to the maximum in the generation of hydroelectric power, so 
far as that can be done, without taking away what we need for consumption 
purposes, such as reclamation, municipal water and other uses in that category. 

“We will continue within the limits that the national budget will permit 
with construction of such of these projects as are economically feasible and fall 
in the proper category of Federal projects.” 


2. TRANSMISSION FACILITIES 


The Department of the Interior will construct and operate transmission lines 
that are economically feasible and necessary for proper connection and opera- 
tion of federally owned generating plants. Transmission facilities will also be 
built and operated to carry power to load centers within economic transmission 
distances unless other public or private agencies have or will provide the 
necessary facilities upon reasonable terms. These terms shall generally be 
such that the federally produced power will be made available to customers at 
costs not higher than would result from the construction of transmission 
facilities by the Federal Government. 


CITATIONS 


(a) Bonneville Act of 1937 (16 U. 8. C. Sec. 832a (b)) 

“In order to encourage the widest possible use of all electric energy that can 
be generated and marketed and to provide reasonable outlets therefor, and to 
prevent the monopolization thereof by limited groups, the Administrator is 
authorized and directed to provide, construct, operate, maintain, and improve 
such electric transmission lines and substations, and facilities and structures 
appurtenant thereto, as he finds necessary, desirable, or appropriate for the 
purpose of transmitting electric energy, available for sale, from the Bonneville 
project to existing and potential markets, and, for the purpose of interchange 
of electric energy, to interconnect the Bonneville project with other Federal 
projects and publicly owned power systems constructed on or after August 20, 
1937.” 


(b) Fort Peck Act of 1938 (16 U. 8. C. Sec. 833a (b) ) 


“In order to encourage the widest possible use of all electric energy that can 
be generated and marketed and to provide reasonable outlets therefor, and to 
prevent the monopolization thereof by limited groups, the Bureau is authorized 
and directed to provide, construct, operate, maintain, and improve such electric 
transmission lines and substations, and facilities and structures appurtenant 
thereto, as it finds necessary, desirable, or appropriate for the purpose of trans- 
mitting electric energy, available for sale, from the Fort Peck project to exist- 
ing and potential markets, and, for the purpose of interchange of electric energy, 
to interconnect the Fort Peck project with either private or with other Federal 
projects and publicly owned power systems now or hereafter constructed.” 
(c) Flood Control Act of 1944 (16 U. 8. C. Sec. 5) 

“The Secretary of the Interior is authorized, from funds to be appropriated 
by the Congress, to construct or acquire, by purchase or other agreement, only 
such transmission lines and related facilities as may be necessary in order to 
make the power and energy generated at said projects available in wholesale 
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quantities for sale on fair and reasonable terms and conditions to facilities 
owned by the Federal Government, public bodies, cooperatives, and privately 
owned companies.” 


(ad) Senate Committee on Interior Department appropriation bill, 1954 


“The Committee reiterates its view that efforts should be made to secure 
wheeling contracts wherever possible, and that the Federal Government should 
build transmission lines only when such agreements cannot be negotiated at 
comparable cost to consumers; the only exception to this policy should be with 
respect to main lines for the purpose of connecting Federal hydroelectric plants, 
where the benefits from the integration justify the expenditure.” 





3. PREFERENCE TO PUBLIC AGENCIES AND COOPERATIVES 





The Department of the Interior will operate the federally owned generating 
and transmission facilities under its control for the benefit of the general 
public, and particularly of domestic and rural customers, and the Department 
will give preference and priority to public bodies and cooperatives in disposing 
of electric energy generated at Federal plants. It will be the policy of the De- 
partment to dispose of power, remaining after provision for existing preference 
customers, to privately owned public utilities serving domestic and rural cus- 
tomers in the area. The Department will not ordinarily undertake to dispose 
of power directly to consumers except to carry out existing contracts or re- 
newals or expansion thereof, nor will it use or permit the use of the preference 
privilege as a means to provide power for large industrial consumers at the ex- 
pense of domestic and rural customers served by either publicly or privately 
owned public utilities. 

CITATIONS 
(a) Reclamation Act of 1906 


“* * * The Secretary of Interior is authorized to lease for a period not ex- 
ceeding ten years, giving preference to municipal purposes, any surplus power or 
power privilege * * *” 


(b) Reclamation Act of 1939 (sec. 485h (c)) 


“* * * That in the sale or lease preferences shall be given to municipalities 
and other public corporations or agencies; and also to cooperatives and other 
nonprofit organizations financed in whole or in part by loans made pursuant to 
sections 901-914 of title 7 (Rural Electrification Administration).” 


(c) Bonneville Act of 1937 


“In order to insure that the facilities for the generation of electric energy at 
the Bonneville project shall be operated for the benefit of the general public, 
and particularly of domestic and rural consumers, the Administrator shall at all 
times, in disposing of electric energy generated at said project, give preference 
and priority to public bodies and cooperatives.” 


(d) Fort Peck Act of 1988 


“In order to insure that the facilities for the generation of electric energy at 
the Fort Peck project shall be operated for the benefit of the general public, and 
particularly of domestic and rural consumers, the Bureau shall at all times, in 
disposing of electric energy generated at such project, give preference and 
priority to public bodies and cooperatives.” 


(e) Flood Control Act of 1944 


‘“* * * The Secretary of the Interior * * * shall transmit and dispose of 
such power and energy in such manner as to encourage the most widespread use 
thereof at the lowest possible rates to consumers consistent with sound busi- 
ness principles, the rate schedules to become effective upon confirmation and 
approval by the Federal Power Commission. Preference in the sale of such 
power and energy shall be given to public bodies and cooperatives. The See- 
retary of the Interior is authorized, from funds to be appropriated by the Con- 
gress, to construct or acquire, by purchase or other agreement, only such trans- 
mission lines and related facilities as may be necessary in order to make the 
power and energy generated at said projects available in wholesale quantities for 
sale on fair and reasonable terms and conditions to facilities owned by the 
Federal Government, public bodies, cooperatives, and privately owned 
companies * * *” 
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4, RATES FOR SALE OF ELECTRIC ENERGY 


The Department of the Interior will dispose of power and energy at the lowest 
possible rates to consumers consistent with sound business principles. Rate 
schedules will be prepared on a basis which will provide for the cost of pro- 
ducing and transmitting the energy and will return the capital investment in 
generation and transmission facilities together with interest in not more than 
50 years. If reclamation costs are assigned to power, rates for power shall be 
such as to recover these additional costs within a reasonable time. 

Rates will be reviewed at periodic intervals, generally not exceeding every 5 
years, and at such times adjustments will be made to reflect actual costs where 
only estimates were available before, to reflect additions to the system which 
are in operation at the time of application of the new rates, and other proper 
items. 

CITATIONS 


(a) Reclamation Project Act of 1939 (53 U. 8. C., sec. 485h (Cc) ) 

“* * * Any sale of electric power or lease of power privilege made by the Sec- 
retary in connection with the operation of any project or division of a project, 
shall be for such periods, not to exceed forty years, and at such rates as in his 
judgment will produce power revenues at least sufficient to cover an appropri- 
ate share of the annual operation and maintenance costs, interest on an appro- 
priate share of the construction investment at not less than three per centum per 
annum and such other fixed charges as the Secretary deems proper.” 


(b) Bonneville Act of 1937 (16 U.S.C.) 

“Schedules of rates and charges for electric energy produced at the Bonneville 
project and sold to purchasers as in this chapter provided shall be prepared by 
the Administrator and become effective upon confirmation and approval thereof 
by the Federal Power Commission; and such rates and charges shall also be 
applicable to the disposition of electric energy to Federal agencies. Subject to 
confirmation and approval by the Federal Power Commission such rate sched- 
ules may be modified from time to time by the Administrator * * *” (sec. 832e). 

“* * * Rate schedules shall be drawn having regard to the recovery (upon 
the basis of the application of such rate schedules to the capacity of the electric 
facilities of the Bonneville project) of the cost of producing and transmitting 
such electric energy, including an amortization of capital investment over a rea- 
sonable period of years” (sec. 832f). 

“* * * Contracts entered into under this section shall be binding in accord- 
ance with the terms thereof and shall be effective, as may be provided therein 
not exceeding in the aggregate twenty years from the respective dates of making 
such contracts. Contracts entered into under this subsection shall contain 
such provisions as the Administrator and purchaser agree upon for the equitable 
adjustment of rates at appropriate intervals, not less frequently than once in 
five years” (sec. 832d). 
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(c) Fort Peck Act of 1938 (16 U. 8. 0. 833d) 


“Schedules of rates and charges for electric energy produced at the Fort Peck 
project and sold to purchasers as in this chapter provided shall be prepared by 
the Bureau and become effective upon confirmation and approval thereof by the 
Federal Power Commission; such rate schedules may be modified from time to | 
time by the Bureau and shall be fixed and established with a view to encourag- 
ing the widest possible diversified use of electric energy. The said rate schedules 
may provide for uniform rate or rates uniform throughout prescribed trans- 
mission areas in order to encourage the equitable distribution of the electric 
energy developed at the Fort Peck project.” 


(d) Flood Control Act of 1944 


“* * * The Secretary of the Interior * * * shall * * * dispose of * * * 
power and energy * * * at the lowest possible rates to consumers consistent with 
sound business principles, the rate schedules to become effective upon confirma- 
tion and approval by the Federal Power Commission. Rate schedules shall be 
drawn having regard to the recovery (upon the basis of the application of such 
rate schedules to the capacity of the electric facilities of the projects) of the 
cost of producing and transmitting such electric energy, including the amortiza- 
tion of the capital investment allocated to power over a reasonable period of 
years * © %,.” 


5. RESALE RATES OF ELECTRIC ENERGY 





Ordinarily in contracts with public agencies or cooperatives for the sale of 
electric energy no resale rate controls will be imposed by the Department of 
the Interior. It will be presumed that such bodies are responsible directly to 
customers they serve and are fully protecting the interests of these customers. 

In all contracts with customers other than public agencies or cooperatives, 
provision will be made to prohibit the resale of energy unless the purchaser is 
a public utility serving principally domestic and rural customers. In the latter 
event, provision will be made to insure that power is furnished to ultimate con- 
sumers at the lowest rates which shall reflect as nearly as possible the cost of 
the service plus a reasonable return on the investment at work. 





CITATION 





(a) Bonneville Act of 1987 (16 U.S.C. sec. 832d) 


* * * Contracts, entered into with any utility engaged in the sale of electric 
energy to the general public shall contain such terms and conditions, including 
among other things stipulations concerning resale and resale rates by any such 
utility as the Administrator may deem necessary, desirable, or appropriate to 
effectuate the purpose of this chapter and to insure the resale by such utility 
= the ultimate consumer, shall be at rates which are reasonable and nondiscrim- 
natory.” 
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SXHIBIT 4. BONNEVILLE POWER ADMINISTRATION 


AMENDMENTS OF 1958 


Sales of electric energy by classes of customers, fiscal years 1939-57 
ENERGY! 
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thou- a a Oa ae eS TES 
sands of | | | 
dollars Thou- Per- | Thou- Per- Thou- Per- 
| sands of | cent of | sands of | cent of | sands of | cent of 
dollars total dollars total | dollars total 
a ac 49.8 eee 49.8 | 100.0 
__. , EE 376. 3 11.9 | 3.2 364. 1 ME tee ee od 
Medio cae) 1,956.6} 119.0| 61 748.2 | 38.2 | 0.3) 
NR imams | 5,318.0 410.7] 7.7] | 882.9) 16.6} 11.8 0.2 
I ent diciteniaceattatees 12, 281. 2 1, 233. 3 10.0 | 1,744.1 | 14.2 243. 6 2.0 
ND cet hearadaabe | 20, 542.5 1, 995.1 | 9.7 |} 3,429.6 | 16.7 | 651, 8 3.2 
1945 nctimaial aes. 2,141.3 9.3 | 4,900.0 21.3) 1,603.4 7.0 
1946 tintin Gap 1, 712.5 | 9.6 5, 054. 7 28.3 1, 712.7 9.6 
UE nla Chvintetcapinaiei 19, 880. 4 2, 897.4 14.6 6, 119.0 30.8 | 1,415.0 7.1 
Re en Ss 24, 102.0 4,214.8 17.5 7, 582. 7 21.5 1,401.7 5.8 
ND sticsin deisesists inane 27, 570. 1 5, 872.2 | 21.3 7, 711.5 28.0 1, 501.0 | 5.4 
8, 416.7 27.1 7, 780. 8 25. 1 1, 779. 4 5.7 
1951 35, 680. 8 9, 981.3 28.0 8, 433.3 23. € 2,097.7 5.9 
1952 id 39, 298.5 | 12,985.8 | 33.0 8,255.3 | 21.0 2, 392. 3 6.1 
a ae 38, 442.3 | 13, 908.9 | 36, 2 6, 265. 9 16.3 2, 739.0 
NS ie rg iaeibeiisaiares 44,007.8 | 14,836.8 | 33.7) 7,759.9 17.6 | 3,030.5 6.9 
1955 sea ecsaetiebiancan ta 51, 137.3 | 17, 486.9 34.2 | 10,060.7 19.7 3, 790. 4 7.4 
a 60, 231.1 | 19, 717.6 32.8 | 12,066. 1 20.0 4, 329. 1 7.2 
Ae 64, 756.3 | 21, 856.0 33.8 | 14, 423.5 22.3 4, 865.8 7.5 


1 Sales statistics include billing revisions. 


2 Les 
3 Less than $50. 


4 Less than 0.05 percent. 


; than 50,000 kilowatt- 


hours. 


Industrial plants 


Thou- | Per- 
sands of | cent of 
| dollars total 

0.3} (4 
} 1,089.1 55.7 

4,012.6 | 75.5 

9,060.2} 73.8 
| 14, 466.0 | 70.4 

14, 406.7 | 62.4 

9,384.9] 52.5 
| 9,449.0) 47.5 
| 10, 902.8 | 45.2 

12, 485. 4 | 45.3 

13, 064. 7 | 42.1 

15, 168, 5 42.5 
| 15,665.1 | 39.9 
| 15, 528.5 40.4 

18, 380. 6 41.8 

19, 799.3 38.7 

24, 118.3 40.0 

23, 611.0 | 36.4 
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Sales of electric energy by States, fiscal years 1939-57 
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2 Less than 0.05 percent, 





1 Sales statistics include billing revisions, 











5.6 17, 534.7 | 











43, 247.0 66. 






ENERGY! 
Idaho Montana Oregon Washington 
Total, ee - 
millions | | 
of Millions Millions | Millions 
| kilowatt- of | Percent | Percent of of Percent 
| hours | kilowatt-| of total | of total | kilowatt- | kilowatt- | of total 
hours | hours hours 
es 16.67... .astae bic c ee SOs 106.6 fo ee 
MG fica aes ts scasincoal al SR tacisus alah cota 191. 5 0.4 0.2 
877.6 palbcéccenehkemekaewel onennaiad 310. 4 567. 2 64. 6 
De Bi eictinek ap irddnavicl tnaeietimnaddemeted 490. 0 1, 934. 6 79.8 
5, 270. 4 DO so Riess dakeesiens 1, 384. 0 3, 864. 2 73.3 
8, 671.3 oN Malia biesaiia wedded cai 2, 275. 5 6, 356. 3 73.3 
8, 513.1 | UP Edbdekdanaabebeddans 2, 050. 8 | 6, 426. 2 75. 5 
5, 830. 9 ’ « bia wise een 1, 449. 1 .g 4, 353. 1 74.6 
8, 261.8 | ;: oil Babelikeanwnlnscbanan 2, 274. 2 5 5, 969. 9 72.3 
10, 291. 1 6) <a dibiakivennidmaaicl 2, 813. 2 7, 453. 3 72.4 
| 11,970. 2 28.2 | 2] a a 3, 317.8 8, 624. 2 72.1 
13, 039. 0 31.4 2 () 3, 670. 5 9, 335. 9 71.6 
15, 075.8 47.3 .3 0.1 4, 240.8 | 10, 780. 8 71.5 
| 17,012. 5 82.4 5 4 4, 800. 0 12, 063. 1 70.9 
| 16, 394.9 68.3 4 1.6} 4,192.1 11, 866. 3 72.4 
| 18, 773.7 58.9 3 4.1 4, 829. 1 13, 114.7 69.9 
21, 828. 5 68. 7 .3 3.7 | 6,043.8 | | 14, 907.8 68.3 
25, 971.3 | 80.9 | 3 | 6.7 | 6,816.6 | 17, 333.3 66. 8 
28, 215.9 | 90. 1 3 | 6.5 7, 515. 2 18, 772. 4 66.5 
REVENUES FROM SALES OF ELECTRIC ENERGY! 
Idaho Montana Oregon Washington 
Total, “ ee 
Fiscal years thou- 
sands of | Thou- | Per- Per- Thou- Thou- Per- 
| dollars | sands of | cent of cent of | sands of sands of | cent of 
dollars total total dollars dollars | total 
1939 49.8 | $8:8))* 1000 fever... 
1940. 376.3 374.6 5 hae 0.5 
1941 1, 956. 6 | 752.9 5 1, 203. 7 61.5 
1942 .-| 5,318.0 | 1, 281.2 1 4, 036.8 75.9 
1943 | 12, 281.2 3, 685. 3 | 8, 500.1 69.2 
1944 20, 542.5 5, 293.0 15, 090. 5 73.4 
1945 23, 051. 4 5, 738. 3 17,171.1 74.5 
1946 17, 864.8 4, 572.3 13, 174.5 73.7 
1947 | 19, 880. 4 5, 466. 0 14, 340.3 72.1 
1948 | 24, 102.0 6, 443.0 17, 571.1 72.9 
1949 27, 570.1 | 7,097.4 | 20, 379.6 73.9 
1950. | 31,041,6 , 8, 750.9 |} 22, 358. 3 72.0 
1951 | 35, 680. 8 9. 9, 898. 7 | 25, 609.3 | 71.8 
1952. 39, 298. 5 2.§ 10, 904. 5 | 27, 977.2 71.2 
1953 38, 442.3 ¢ ‘ 9, 855. 6 | 27, 719.1 72.1 
1954 | 44,007.8 207.0 5 4.4 | 11,084.6 | | 30, 781.8 68.9 
1955 | 51, 137.3 238.0 5 | 3.9 | 13, 897.2 | 34, 992. 5 68.4 
195¢ 60, 231.1 | 283, 3 t | 6.0 | 15, 887.5 | 40, 465.4 | 67.2 
1957 | 64, 756.3 318.4 5 | 8 
| 
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BONNEVILLE POWER ADMINISTRATION 


Sales of electric energy in State of Idaho, fiscal years 1943-57 


ENERGY (MILLIONS OF KILOWATT-HOURS)! 


| 
| | Publicly 





Fiscal years Total | owned 

| utilities 
te iia creusiadilnnaneoc slain waceelaiel ea 22.2 | 4.7 
1944. ___- sii din aellinapetiae Mhamibisaiie  anetitoa'y ll eal 39. 5 7.0 
i hesiinatiiengtindlnddblat tine ahed on aipmin eaten 36. 1 7.9 
1946. _.-- SS aceienegstelgtt i Firat th becbdsienh belboraiiinbl | 28. 7 9.5 
| A RE SS ee | 17.7 13.4 
Dt hehe adadetinantcbahtbaaennatven 24. 6 20. 4 
ah ae wiehdd dn Bde act bat cid anne 28. 2 28. 2 
TD  opcbacas Labi medieina ie Deri ees idevetenerseael 31.4 31.4 
ES ee a ee Li dvebbe cieewengl 47.3 34.8 
Ss seketle te R etocndin Doaciiensen dic hdharaiiiads Set 82. 4 42.4 
eed ee i i aa elit 68.3 50. 2 
1054. .... i ed a ae Sioshonl 58.9 58.9 
Ks sole departs Se el tated sit aia elit incallanieianmias 68. 7 68. 7 
ee eee ie eee a ’ 80.9 80.9 
Ps asdbbieinse dirlidiviewtee —— 90. 1 90. 1 


Privately Federal Industrial 
| owned agencies plants 


utilities 


aT A © SCG carta 
BE Sicncss anes ; 
28. 2 sénitinie 
0 Oh 
Re Acc ciig cs 
4,2 i 
WWM go eee one 
RCI Wi ae evan deli ea unclean labeie 
18.1 ne 


REVENUES FROM SALES OF ELECTRIC ENERGY (THOUSANDS OF DOLLARS)! 


i Re Bt piedtionchcenl $95.8 $21.6 
a ra Re heal wii 159. 0 31.1 
a adi i icnibeileintied 2 142.0 27.8 
Ta aS ee ba kctinae 118.0 33. 2 
Nishi iakschcemmenin ines Slats iaetiidenemes pe : 74.1 46.3 
Enc Aleahikiinaetedye- 4s ahs whens stn cin aes ‘ a areeacerta 87.9 69. 6 
Sin sitetae y aes cael : - 93.1 93. 1 
a a ie - Dee 108. 6 108. 6 
RR i ecg iets avis ian oes waberae eae eicieaeek ae 149. 6 118.3 
Ns tt biveetnnneiaiiiwsn a a 242.8 142.8 
= es = 219. 0 173.8 
eer ee ee ' 207.0 207. 0 
a a as le a oa a 238. 0 238. 0 
SUI I <A toca nates demieenbeasutertee clap pation mee sanebienst ’ 283. 3 283.3 
i casi teliadindstceeasalite ti teal Beeline cian shed 318. 4 318. 4 


1 Sales statistics include billing revisions. 


Sales of electric energy in State of Montana, 
ENERGY (MILLIONS OF KILOWAT" 


Publicly 
Fiscal years Total | owned 
utilities 














a i i ig rar naman tntagibnnes 1.1 1.1 
a eS cube euwak c 6.9 6.9 
i ea 67.0 10.8 
ee ee ae ee en ee ees 268.2 | 19.4 
a a a 771.0 29.8 
a ee 808. 2 | 41.0 
ia i ae ATE ae tote alh ‘deh ioe dad 1, 740. 5 45.6 
a aa a ees ile dedecaiike 1, 838. 2 51.9 
REVENUE FROM SALE OF ELECTRIC ENERGY (T 
icieetiala ies eee rae a 

NI AON tc idgh nates Sacer dca $3.8 $3. 8 
ME atiracndeteei se cs caieicccaciec iain 23.2 | 23.2 
a og 174.0 | 36.5 
a a el aeiaies | 648. 6 65. 1 
a a a a ala iad ss | 1, 934. 4 99.7 
Bde oe na Og Sa BS ee ae 2, 009. 6 137.3 
ee aN a 3, 594.9 | 154. 4 
BE i ackckad sbasiacatsinaigtasteg mbeaieeaananicnsiinixereone: 3, 656. 2 179.9 





1 Sales statistics include billing revisions. 


| 


$74. 2 ie 
127.9 . 
114.2 « 
84.8 
27.8 - 
18.3 i‘ 
"$31.3 ‘ 
100. 0 
45. 2 
fiscal years 1950-57 
T-HOURS)! 
Privately Federal | Industrial 
owned agencies plants 
utilities | 
: Pee eee 56.2 
Ge Wihcatendbane 160. 5 
ff See | 313.6 
RC) eee | 336. 6 
| 2 errr 1, 237.6 
8 Dae eee 1, 355. 5 
HOUSANDS OF DOLLARS)! 
re — i 
ae $137. 5 
$228.2 j..... inten 355.3 
A Oe O bianannaawe | 701.9 
1, 126.4 745.9 
LE loasetenmanicd 2, 303. 7 
LED Lncvwikepennd 2, 398. 0 





| 
| 
| 





0. 5 
13. 6 
36. 6 
37. 6 


0. 0 


37.5 
55. 3 
01.9 
45.9 
03.7 
98. 0 
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Sales of electric energy in State of Oregon, fiscal years 1989-57 





















































ENERGY (MILLIONS OF KILLOWATT-HOURS) ! 
Publicly Privately Federal Industrial 
Fiscal years Total owned owned agencies plants 
| utilities utilities 
Se ee ee een | aan , mee a 
1030... .... isin estes kaso iri Gee a 30. 0 () 30.0 | pial dake 
ise isc cons : : che 191.5 =? TOE io nde aesous A 7 
Peiiedédee«< es A 310.4 12.4 293.2 | 3) 4.8 
| rr oe 490.0 | 26.1 357.7 | 2.6 103.6 
Ieee -<-- ; ihe 5 1, 384. 0 37.1 562.3 15.9 768.7 
1944. _- 2, 275. 5 38. 4 839. 7 23. 1 1, 374.3 
Bia dunxs 2, 050.8 | 49.1 | 1, 028.8 11,2 961.7 
1946... -.- 1, 449. 1 72. 3 | 957.2 | 12.4 417.2 
1947... sa 2, 274.2 | 145. 4 | 1, 142.1 | 8.4 | 978.3 
1948... 2, 813. 2 213. 1 1, 228.8 | 20.0 1, 351.3 
1949... 3, 317.8 300.9} 1,536.2 | 22.8 1, 457.9 
NE i a tha gs Tt ainte nena eae te 3, 670.5 367. 4 1, 849.9 28.0 1, 434. 2 
1951. ..- - 4, 240.8 434.1 | 2,100.9 | 41.4 1, 664. 4 
RENT esitacnsncies 4, 890. 0 | 564. 0 2, 512.7 | 63. 5 1, 659. 8 
has ticks: erste ten tak ‘ 4,192.1 | 649.8 | 1, 912.7 59.0 1, 570.6 
Piicnee= 7 | 4, 829. 1 716.7 | 2, 375.6 41.6 1, 695. 2 
1955. .... | 6, 043. 8 876.8 3, 391.3 35.6 1, 839.1 
I inh lie ae cruearinaiinn acai on 6, 816.6 1, 047.4 | 3, 554.1 28. 1 2, 187. 
eas ee 7, 515. 2 1, 156.1 | 4,172.9 23.9 | 2, 162. 
| 
REVENUES FROM SALE OF ELECTRIC ENERGY! (THOUSANDS OF DOLLARS) 
| | 

NR eo esmunne $49.8 (3) SIGE). cucecsteaounscucten 
1940_._.- us ; Sx 374.6 $10.5 EE bone ear a 
line cc... 43 ‘ ae 752.9 52. 4 686.9 | $0.3 | $13.3 
Le amen ila i a 1, 281. 2 90. 2 882.8 11.8 296. 4 
1943__- ae 122.7] 1,291.9 | 64.7 | 2, 206.0 
1944. __ ‘ nthewiatedie neil 131.4 1, 963. 9 103. 6 | 3, 094. 1 
1945. _- ‘ , ; | | 142.7 | 2, 403. 1 71.5 | 3, 121.0 
1946_ 2.3 | 209, 1 | 2, 496. 8 66.2 | 1, 800. 2 
1947... 5, 466. 0 458.5 | 2, 887. 6 36.8 | 2, 083.1 
BES anh cncknchdbbhananedekndiniaowseal 6, 443.0 | 693. 7 2, 933. 9 71.3 | 2, 744.1 
1949. .__- in eaeted sé 7,097.4 | 998. 0 | 3, 059. 3 84.9 | 2, 955, 2 
1950... in bin ; 8, 570.9 1, 255. 9 | 4, 306. 0 99.9 2, 909. 1 
1951... cccndaadiass 5 clan bite p 9, 898. 7 | 1, 464.3 4, 948. 1 133.7 3, 352. 6 
1952_.. we eee ey 10, 904. 5 | 1, 862. 6 5, 498. 0 192.8 | 3, 351.1 
is otia conic Hedcien # : 9,855.6} 2, 188.2 4, 300. 0 187. 3 | 3, 180.1 
1954-_ _ ie camel ‘ | 11, 084. 6 2, 441.7 5, 067.1 | 144.0 3, 431.8 
1955... il telat da since 13, 897. 2 | 2, 934.3 | 7, 100.0 | 107.8 | 3, 755. 1 
Ss déxes Sekiceustieseseenewe 15, 887.5 3, 502. 5 7, 749. 1 86.8 | 4, 549.1 
iw tins Sea j 17, 534. 7 3, 811. 2 9, 148.3 80. 5 | 4,494.7 

1 Sales statistics include billing revisions, 

2 Less than 0.05 million kilowatt-hours, 

3 Less than 0.05 thousand dollars. 
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Sales of electric energy in State of Washington, fiscal years 1940-57 























ENERGY (MILLIONS OF KILOWATT HOURS)! 
| | aide 
| Publicly | Privately | Federal Industrial 
Fiscal years Total owned owned agencies plants 
utilities utilities 
ea dL 0.4 OG ae ae |e ee (2) 
a 567. 2 19.7 EE sc eecee 523.0 
ee eke eee gk | 1,934.6 | 116.3 (2) Puacaehes Said 1,818.3 
se Ae Se Be | 3,864.2 | 393. 6 176.7 | 31.4 3, 262. 5 
a 6, 356.3 | 682. 2 | 627.6 | 141.7 | 4, 904.8 
se a in 6, 426. 2 | 766. 7 1, 028. 4 427.1 4, 204. 0 
se. Na ee , 353. 1 553. 7 945.8 489. 5 2, 364. 1 
I iccina dt stots ecvcistiacaecasenentinn 5, 969. 9 886. 0 1, 235.8 | 405.9 3, 442.2 
ee ee Ee oe 7, 453. 3 1, 327.3 1, 952. 2 410.3 3, 763. 5 
ia ne ek 8, 624, 2 1, 751.7 | 1, 806. 0 524. 4 4, 542.1 
cheng 9, 335.9 2, 440.0 | 1, 470.8 629. 6 4, 795.5 
I ae ee Sd -| 10,780.8| 2,938.7 | 1, 465. 7 749. 0 5, 627. 4 
eee EB 12, 063. 2 4, 186. 1 1, 241.6 857. 5 5, 778.0 
Re ee Be OA St | 11,8663] 4,390.9 771.7 979. 5 5, 724. 2 
Re a | 13,1147 4, 322.0 727.6 1, 144.8 6, 920.3 
i ee ad i nda gen | 14, 907.8 f 6 846. 7 1, 327.8 7, 445.7 
TEE ee cen | 17,333.3) 5,735.4 1, 488. 4 | 1, 649. 4 | 8, 460. 1 
OR a a ae 18, 772.4 6, 672. 0 1, 964. 9 1, 927.5 8, 208. 0 
| i 





SALE OF ELECTRIC ENERGY ! (THOUSANDS OF DOLLARS 

















a a ce iniaini “ $1.7 | hitter aii ieniinweniienis $0.3 
eS a ee 1, 203.7 | 66. 6 3 wnat 1,075.8 
eatin aaa RR ees nmmi | 4, 036. 8 320. 6 s }, 716. 2 
ak ean hice edie epnte Store wer | 8, 500. 1 1, 089. 1 2 $104. 6 6, 854. 2 
a A ee gait | 15, 090. 5 | 1, 832. 6 oe 420.4 11, 371.8 
a ee ee eee | 17, 171.1 1, 970.8 | y 1,417.7 11, 285. 7 
ae a a idea 13, 174. 5 1, 470. 1 0 | 1, 561.7 7, 584.7 
ESSE ee 2 a 14, 340.3 2, 392. 6 4 1, 350. 4 7, 365.9 
Mc cont ete a beue banaue sanace 17, 571.1 | 3,451.5 8 1, 312.0 8, 158. 8 
canis cbeicberendsibie tet ee a o> abaiee: 20, 379. 6 | 4, 781.2 | 352, 2 1, 416. 1 9, 530.1 
Sm See 22, 358.3 | 7, 048.4 | , 474.8 1, 679. 5 10, 155. 6 
ct eae eee or eek = bo ola ie oe 25, 609. 3 8, 375. 4 | , 454.0 1, 964.0 11, 815.9 
ec eA 27, 977. 2 | 10, 943. 9 | 2, 657. 4 2, 199. 5 12, 176. 4 
ee ee ee Boe a 27, 719. 1 11, 481.9 | 1, 692. 4 2, 551.7 11, 993. 1 
ib inci Sk Bee a oe Ree ake maidens 30,781.8 | 12, 088.4 | 1, 560. 0 | 2, 886. 4 14, 247.0 
PMA winistinizecetGbtetaciihismarneiatamane ot 34, 992. ! 14, 177.3 1, 834. 3 3, 682. 7 5, 298. 2 
NA isnliks teaceliehd Renin aisieritntbinlee wniedinis - 40, 465. 4 | 15, 777. 4 | 3, 180. 2 4, 242.3 | 17, 265. 5 
ee Sacer se wokbaeealeccemecets 43, 247.0 | 17, 546.5 | 4,196.9 4, 785. 3 16, 718.3 





1 Sales statistics include billing revisions. 
2 Less than 0.05 million kilowatt-hour. 
® Less than 0.05 thousand dollars. 
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TABLE 1.—Sales to ultimate consumers by electric power distributors in BPA 


service area 
MILLIONS OF KILOWATT-HOURS 








| 
| Residential, | Commercial Large 











| 























| Miscellane- 
Year | urban and and small industrial? | ous 2 Total 

| rural 1 industrial 

—| | 4 

| | i 
Bsc tert Fee Sn! 1, 078 | 881 2, 091 | 177 4, 227 
1941... ; 1, 291 | 950 2, 317 | 189 4, 747 
cies aeseeen| 1, 565 | 1, 018 2, 657 | 231 5, 471 
1943_._ 1, 846 | 1, 114 2, 836 | 355 | 6, 151 
1944__ 2, 024 | 1, 195 3, 055 473 6, 747 
Wok. : 2, 335 1, 334 2, 929 | 525 7, 123 
1946___ Pepe se a 2, 816 | 1, 507 2, 782 | 513 7, 618 
1947__- 7 3, 450 | 1,777 3, 094 | 521 8, 842 
1948__- 4, 186 2, 154 3, 290 | 482 10, 112 
1949___ 4, 885 2, 214 | 3, 294 | 430 10, 823 
1950_.- 5, 538 2, 354 3, 725 | 448 12, 065 
1951_.- 6, 024 | 2, 499 4, 357 | 438 13, 318 
ec ex; eR os if 6, 845 | 2, 686 4, 736 481 14, 748 
ss ae aot 7, 409 2, 827 | 5, 708 | 474 16, 418 
1954__. Ha a 8, 438 3, 247 | 5, 891 | 483 18, 059 
POR ease glean weicicsincondaatt 9, 660 3, 587 6, 72! 24 20, 499 
THOR 23 552s ; 10, 615 3, 871 7, 096 | 550 | 22, 132 

ar FLEET SIS: | | | me 5) 
PERCENT EACH CLASS IS OF TOTAL 

Oe nk . 523 a 25.5 | 20.8 | 49.5 4.2 100 
SE inka onde lo we adtisitceel 27.2 | 20.0 48.8 | 4.0 | 100 
28.6 | 18.6 | 48.6 | 4.2 | 100 
30.0 | 18.1 | 46. 1 5.8 | 100 
ee ; a ee 30.0 | 17.7 45.3 7.0 100 
SR Siegcs ibs cha. cockea acceders 32.8 18.7 | 41.1 | 7.4 | 100 
| aia hehe et. Peet ont as 37.0 | 19.8 | 36.5 6.7 100 
ee 39.0 | 20.1 | 35.0 5.9 | 100 
Rts a csarieeede Sonsini sare 41.4 | 21.3 | 32.5 4.8 100 
Mees es Reawixcneeeenakcin 45.1 | 20. 5 30.4 4.0 100 
MR st cc adcis teednicnanaug. 45.9 19.5 | 30. 9 3.7 100 
ec he ee an nae 45.2 18.8 | 32.7 3.3 100 
1952 : ee 46.4 | 18.2 32.1 3.3 100 
ae eae 45.1 | 17.2 | 34.8 2.9 100 
Re secs 2c See nee. eee 46.7 | 18.0 32.6 37 100 
SUE Sicdinantodes Menachadamniees 47.1 | 17.5 32.8 2.6 100 
0 2.5 100 


i ererepenid Soca eeitiauenea Woe 48.0 | 17.5 32. 





! Includes non-Federal irrigation. 
21 Excluding sales by BPA to large industries and military establishments. 
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Tas_e 2.—Estimated distribution of BPA energy sales by class of use* 
MILLIONS OF KILOWATT-HOURS 


























Residential, | Commercial] | Large indus- Federal Miscellane- | Total BPA 
Year urban, and and small trial agencies ous and sales 
rural industrial losses 2 
eee ans 61 50 213 | ise cee nee Gaon 37 361 
eee. 92 67 1, 406 1 50 1, 616 
plata ails 257 167 | 3, 306 | 15 138 3, 883 
Soden niaaee 401 242 5, 923 | 131 225 6, 922 
ca cbahip 747 441 7, 040 306 451 8, 985 
Sh voce ec maou 801 456 5, 161 566 452 7, 436 
i iicsionnco a soa 978 524 3,971 | 454 471 6, 398 
DEE hiecnunnncsets 1, 371 707 6, 197 | 404 | 598 9, 27 
BR sccccnecnnkt 1, 944 1, 000 7, 231 | 491 | 747 11, 413 
Pe asa oce ccna 2, 367 1, 076 7, 534 | 591 | 793 12, 361 
na cea 2, 642 1, 122 8, 587 723 | 853 13, 927 
RR ci os.s pee 3, 166 1, 317 9, 846 861 1, 009 16, 199 
a 3, 545 1, 390 9, 459 969 1, 101 | 16, 464 
WR. eras 3, 435 1, 310 | 11, 085 1, 139 1, 067 | 18, 036 
106}..... conn 3, 833 1, 477 | 12, 039 1, 237 | 1, 134 | 19, 720 
ae 5, 005 1, 859 14, 076 | 1, 540 1, 457 | 23, 937 
cme 5, 755 2, 098 16, 021 | 1, 763 | 1, 632 | 27, 269 
Silo sconnaciel 6, 922 | 2, 497 | 15, 871 2,317 | 1, 943 | 29, 550 
PERCENT EACH CLASS IS OF TOTAL 
1€40______- 16.9 | 13.9 | 01... 10.2 100 
ec. 5.7 4.2 | 0:2 :.:; 3.1 100 
ore sees) 6.6 4.3 | 85. 1 | 0.4 3.6 100 
1043___.. 5.8 3.5 | 85.6 | 1.9 3.2 100 
a. 8.3 4.9 | 78.4 | 3.4 5.0 100 
sistas 10.8 | 6.1} 69. 4 | 7.6 6.1 100 
ae 15.3 | 8.2 | 62.1 By 7s 100 
oes 14.8 7.6 66. 8 | 4.4 6.4 100 
1948__ ei 17.0 | 8.8 | 63.4 | 4.3) 6.5 | 100 
dh hpeeace cain 19. 1 8.7 61.0 | 4.8 | 6.4 100 
bee ee 19.0 8.0 61.7 | 5.2 6.1 100 
ES 19.6 8.1 60. 8 5.3 6.2 100 
ee se acd sae 21.5 8.4 57.5 5.9 6.7 100 
AES 19.0 7.3 61.5 | 6.3 5.9 100 
BIS ica = 19.4 7.5 61.0 6.3 5.8 100 
= 20.9 7.8 58.8 6.4 6.1 100 
1966___.... = 21.1 Ae 58.7 | 6.5 6.0 | 100 
Ne aed 23.4 8.4 53.7 | 7.9 6.6 | 100 














1 Assumes that BPA sales to electric utilities are distributed to ultimate consumers in proportion to 
distribution shown in table 1. 
2 Assumes that 10 percent of BPA sales to utilities are distribution losses. 
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ExuHisit 6 


Actual and estimated annual energy power requirements, Pacific Northwest 
region, 1948-56 


[Millions of kilowatt-hours] 











1948 1949 1950 1951 1952 | 1953 | 1954 1955 1956 
aa shies aphiio ula 22, 106 | 23, 552 | 26,386 | 29.653 | 30,671 | 34,933 | 37,938 | 43,139 | 47,103 
Estimated: 
1948 advance program.-...| 22,350 | 24,190 | 26,080 | 28,000 | 29,610 | 31,450 | 33,870 | 35,880 | 38, 050 
Percent difference.......-| +1.1 +2.7 —1.2 —5.6 —3.5 | —10.0 | —10.7 | —16.8 | —19.2 
1949 advance program._..|......--| 24,980 | 27,040 | 29,330 | 31,520 | 33,700 | 35, 820 | 38,000 | 39, 980 
Percent difference........|.-..---- +6.1) +2.6]) —1L1] +2.8) -—3.5| -—5.6] —11.9] —15.1 
1950 advance program..__|_.......]...---- 26, 940 | 29,630 | 32,023 | 34,698 | 37,300 | 39,862 | 42, =? 
oe | ee ee eee +2.1 —0.1 | +44] -—0.7| -—1.7| -—7.6| -9.8 
1952 advance program....|_.......].-...-.-|.------- 29, 853 | 33,018 | 37.779 | 42,181 | 45,227 | 47, 796 
PE I rf. ok whee clon smcmdalewccennd +0.7 | +7.7 | +8.1 | 411.2] +48] +1.5 
ees es SNINONR at oo ss ck ce. A ciccecudiwdeseas 32, 898 | 37,769 | 42,682 | 46,576 | 49, 342 
PD GR iia. has ods Bink eas cdg heat +7.3 | +81 +12. 5| +80] +48 
WEST GROUP AREA 
NE ck entiieag anes ee! ee ee ee ee ae ee 30, 096 | 33,065 | 37,541 | 40, 859 
Estimated: 
1954 advance program_...-|__.-..._}]_-.-.-- |--------|--------]--------] 29, 567 33, 656 | 39, 360 | 42. 053 
Peromst Giferense...... <6. <2). <..-s | snodussksavcecetiiadasabe —-1.8) +18] +48] +2.9 
1955 advance program....|_.......|....... Ss paaiadiessdiil aievtgeohaeh taal 32,900 | 36,697 | 41,674 
Percent difference........|........].-.-..- sits al ask pinta hier Peele cea kia Secchi —-0.5 | —2.2}] +2.0 
SO IN 6ST bec Be acide al sowaannRbenws acaba diuokoolsaasns oelaee ames 38, 000 | 42,712 
CIE Ge ada a hoes oak sess ce i ahewalk. cess. a ee Ae +1.2]) +45 
aad 


Note.—Estimates exclude large potential industry. 
Source: BPA advance program, 1948-56. 


Senator Neupercer. Mr. Jourolmon, would you like to make your 
summary prior to the time we ask questions of Dr. Pearl and his 
associate ¢ 

Mr. Jourotmon. Thank you, Mr. Chairman. I would like to pre- 
sent statements also in very much the same way that Dr. Pearl has 
presented his and Mr. Goldhammer has presented his. 

Senator Neupercer. That will be fine. 

Mr. Jourotmon. You asked in your letter to Dr. Pearl and to the 
Secretary that some history be given of the provisional clauses of 
the Bonneville Project Act. 

Senator Nreupercer. I want to explain, that was done because I 
think very pertinent to the consideration of this regional corporation 
proposal is the basic fact that the existing Bonneville organization 
is temporary and provisional by the very nature of its creation. That 
is the reason that was emphasized. 

Mr. Jourotmon. I think we understood the purpose of it. We have 
prepared a careful legislative history, very brief. It is by no means 
a complete legislative history, of course. It is just a statement of 
the highlights of the legislative history of that particular clause in 
the Bonneville Act. 

I would like to present this, which is headed “History of the Estab- 
lishment of BPA as a ‘Provisional Form of Administration’.” 

Senator Neusercer. It will appear in full in the record. 

(The history referred to follows :) 
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HISTORY OF THE ESTABLISHMENT OF BPA As A “PROVISIONAL FORM OF 
ADMINISTRATION” 


Bonneville and Grand Coulee Dams were commenced in 1935 under emer- 
geney public works authority of the President. Subsequently each project 
was authorized by Congress in the River and Harbor Act of 1935 (49 Stat. 
1028, 1038, 1039). 

As early as 1935 Members of Congress from the Pacific Northwest were spon- 
soring legislation for the administration of a unified program of multipurpose 
development of the Columbia River Basin. An early example was H. R. 2790, 
74th Congress, 1st session, introduced by Representative Hill on January 3, 
1935. This bill would have placed this development under the control of the 
Bureau of Reclamation. 

Conflicting proposals were advanced from 1935 to 1937. Senator Pope, of 
Idaho, in January 1935 had introduced a bill for the establishment of the 
Columbia Valley Authority (S. 869). Senators McNary and Steiwer, of Oregon, 
offered a bill to entrust the marketing and transmission of Bonneville power 
to the Corps of Engineers (S. 3330). Compromise legislation was introduced 
early in 1936 by Senators McNary and Steiwer (S. 4566) and in a different 
form by Senators Bone and Schwellenbach (S. 4178). Following Senate hear- 
ings, all four Senators joined in introducing S. 4695. Subsequently, bills which 
would have enforced the marketing agent to operate the generators were in- 
troduced ; e. g., H. R. 4948, 75th Congress. 

Prof. Charles McKinley in his book, Uncle Sam in the Pacific Northwest, 
states: 

‘During the summer of 1935 another factor, destined to play an important 
part in the final decisions, entered the picture. This was a special study of the 
future development of the Columbia Valley which the President of the United 
States requested of his National Resources Committee, the recently created cen- 
tral planning agency for the executive branch of the Government. This study 
was assigned to the Pacific Northwest Regional Planning Commission which 
the National Resources Committee had authorized in 1934 and which repre- 
sented the State Planning Boards of Washington, Oregon, Montana, and Idaho, 
with a chairman chosen by the NRC. This body assembled a staff which, with 
the assistance of the field offices of the various Federal agencies, summarized 
existing available data about regional resources and problems. It recom- 
mended policies to govern the transmission and marketing of hydroelectric 
energy from Grand Coulee and Bonneville Dams together with a plan of admin- 
istrative organization for those functions. Its recommendations took a longer 
range view of future developments in the Columbia River Valley than had 
theretofore been expressed. They were also predicated upon the conception of 
regionwide interests and benefits. The commission recommended a central 
grid to tie into a single superpower network the principal centers of existing 
and future public-power generation by means of high-tension lines capable of 
supplying power reliably and uniformly” (pp. 158-159). 

“* * * The National Resources Committee received these recommendations, 
endorsed them and transmitted them to the President. This endorsement was 
signed by all members of the committee except the Secretary of War, whom the 
letter of transmittal listed as out of the city. This disclosed a conflict within 
the committee, the War Department objecting seriously to any plan that would 
take the marketing and transmission functions out of the hands of the Army 
engineers. * * * 

“In recognition of the tough fight that would be encountered if the com- 
mittee’s proposal were urged by the President and because the early completion 
of Bonneville Dam called for speed in providing a marketing administration, 
the President chose to compromise. His suggestion early in 1936 to the Senators 
from the Pacific Northwest that a temporary administrative organization be 
set up until such time as a permanent plan could be worked out was ultimately 
followed in the enactment of the Bonneville Power Administration Act of 1937. 
That measure contained the following clause: ‘The form of administration here- 
in established for the Bonneville project is intended to be provisional pending the 
establishment of a permanent administration for Bonneville and other projects 
in the Columbia River Basin’ ” (p. 160). 

The report of the Pacific Northwest Regional Planning Commission to which 
Professor McKinley refers was transmitted to Mr. Harold Ickes, Chairman of 
the National Resources Committee, on December 28, 1935. The Planning Com- 
mission recommended: 
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“Present and future public works should be integrated into a harmonious 
scheme of regional development. 

“Federal powerplants now under construction or to be constructed should be 
considered as units of a single integrated power system. 

“A new operating body in the form of a Federal corporation should be created 
and assigned all Federal power operations” (Regional Planning—pt. I—Pacific 
Northwest, National Resources Committee, May 1935, p. 4). 

The Commission went on to say: 

“* * * We urge the submission and passage of a bill creating a Pacific North- 
west power agency as a Federal corporation, giving power to build transmission 
lines, to execute contracts for the wholesale distribution of power to public and 
other agencies, to provide executive management, and to undertake such other 
tasks as may facilitate or be incident to the transmission and sale of power, and 
that to the power agency be allocated an adequate revolving fund for the per- 
formance of its duties” (pp. 4-5). 

Power and functions proposed for the new agency are set out on pages 10 and 
11 of the Commission’s report, Regional Planning—Part I—Pacific Northwest. 

The National Resources Committee, after reviewing the report of the Pacific 
Northwest Regional Planning Commission, recommended : 

“We concur in the recommendation of the Regional Planning Commission 
that a new and separate Federal corporate agency should be established for the 
distribution and marketing of the power from the Bonneville Dam, and that 
such an agency might well consist of three members appointed by and responsi- 
ble to the President * * *. Such an agency, if appointed by the President, 
would keep to the front the social and economic purposes underlying the Gov- 
ernment’s power development at Bonneville and ultimately Grand Coulee and 
would secure for the whole region the benefits of this large Federal expendi- 
ture” (Regional Planning—pt. I—Pacific Northwest, p. xix). 

On March 18, 1936, the President wrote to Northwest Congressmen and sug- 
gested : 

“* * * While it is probably too early to make final recommendations concern- 
ing any general arrangements for the marketing of Lonneville power in relation 
to other major projects in the Pacific Northwest, we can establish an agency 
to deal temporarily with the Bonneville situation. 

“It is my opinion that a new agency for this purpose would be desirable, in- 
volving the appointment by the President of three individuals to serve as a 
Northwest power agency. Such an organization should have authority to enter 
into necessary arrangements for the distribution and marketing of the power. 

“IT am writing to other Senators and Representatives from the area concerned 
and hope that it may be possible for you to agree together on some suitable 
procedure along these lines” (81 Congressional Record 7535). 

Shortly thereafter the chairman of the advisory committee of the National 
Resources Committee, Frederick A. Delano, in testimony before the Senate sub- 
committee considering the 74th Congress bills, stated that the National Re- 
sources COmmittee “did not have in mind that this Congress would necessarily 
act finally and for all time on this question, but that it would set up or suggest 
an organization which would explore the question, and perhaps at the next 
session of Congress further develop it” (U.S. Congress, Senate, Navigation and 
Flood Control on the Columbia River and Its Tributaries, hearings before a 
subcommittee of the Committee on Agriculture and Forestry, U. 8S. Senate, 74th 
Cong., 2d sess., on S. 869, S. 3330, S. 4178, and S. 4566, May 1936; p. 17). 

Senator McNary questioned him as follows: 

“Senator McNary. * * * The verbal suggestion by you, quite off of your writ- 
ten document, meant that in your opinion there should be legislation at this 
session to be supplemented by legislation more comprehensive in the future? 

“Mr. DELANO. That is my idea. 

“Senator McNary. Then you do not expect legislation at this session to carry 
out the purposes and intendments contained in your report? 

“Mr. Dretano. Not to go the limit, I should say, but to take the initial 
steps. * * * What is needed is the power, the authority to make contracts; it 
is authority to determine on rate bases. For instance, it is conceivab'te that 
you could have two totally different rate bases—one would be the extreme in 
one direction, a blanket rate over the entire region; the other would be a mileage 
rate similar to a railroad rate. 

“Senator McNary. I understand, Mr. Delano, following up the suggestion of 
the Senator from Washington, that positive authority should be granted by Con- 
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gress to some agency to determine rates, operate the plant as a going concern, 
and distribute the power? That is what you are speaking of? 

“Mr. DELANO. Yes, sir. 

Senator McNary. As temporary legislation to be enacted at this session? 

“Mr. DELANO. Yes, sir.” ‘ 

In June of 1936 the House Committee on Rivers and Harbors of the 74th Con- 
gress, 2d session, favorably reported H. R. 12873 to authorize the completion, 
maintenance, and operation of the Bonneville project (H. Rept. No. 2955, 74th 
Cong., 2d sess.). This bill provided that the Bonneville project would be main- 
tained and operated under the jurisdiction of the Secretary of War subject to cer- 
tain powers therein conferred upon the Federal Power Commission respecting 
power rates. This bill would have also conferred upon the Federal Power Com- 
mission authority to fix and determine and from time to time revise power rates 
to be charged by any agency of the United States. It provided that in the absence 
of statutory designation the President shall have the authority to designate a 
Federal agency to construct, maintain, and operate such facilities as may be 
required for the development and sale of electrical energy from the waterpower 
created incidental to the construction of any Federal project. 

On May 29, 1936, the President wrote the chairman of the Senate Committee 
on Commerce stating that it was very desirable that the bill introduced by the 
four Washington-Oregon Senators authorizing completion and operation of the 
Bonneville project should, if possible, be passed at that session of Congress. 
Power from the Bonneville project would be available during the coming year, 
the President pointed out, and it was important that provisions be made at 
that time for fixing rates and making contracts. No such bill was passed during 
that year, however. (See H. R. 2955, 74th Cong., 2d sess., p. 5.) 

On February 24, 1937, the President transmitted to the Senate the report of 
the Committee on National Power Policy, which he had appointed on January 
18. This report and the President’s message were printed as Senate Docu- 
ment 21, 75th Congress, Ist session. In it the President stated : 

“As you know, the Bonneville project is nearing completion and I am in- 
formed by the War Department that the first electric power will probably be 
available for public distribution late this year. 

“Tt seems necessary, therefore, to enact legislation at this session of the 
Congress, setting up machinery for the administration of the dam, locks, fish- 
ways, and powerplant of that project. Such legislation should be of a pro- 
visional character pending the establishment of permanent administration of 
Bonneville and other Federal projects in the Columbia Basin, but should not 
be inconsistent with national power policies which may be hereafter adopted.” 

The Committee on National Power Policy in its report pointed out that both 
Bonneville and Grand Coulee Dams were under construction and would have 
surplus power available for distribution to the public. 

“Although these two major projects in the Columbia River Basin should be 
considered together, the Committee has been compelled, because of the im- 
mediate need for legislative action in connection with Bonneville to report on 
the latter first. However, in recommending an administrative program for 
Bonneville the Committee has not lost sight of the fact that there must ulti- 
mately be a tie-in of other Federal projects in the Columbia River Basin and 
that recommendations made at this time should be of a nature not incompatible 
with any national power policy which may ultimately be established. 

“For that reason the Committee suggests that a special provisional form of 
administration be set up for the Bonneville project pending the establishment 
of a permanent administration for Bonneville, Grand Coulee, and other projects 
in the Columbia River Basin.” 

Among the points which the Committee recommended the legislation should 
provide was: 

“The project should be self-supporting, but in the meantime it will be neces- 
sary to provide funds for initial construction of transmission lines, operation, 
and administration. All receipts should be covered into the general treasury.” 
[Emphasis added. ]} 

Representative Smith of Washington introduced H. R. 4948 to carry out the 
recommendations of the Committee on Power Policy and the President’s mes- 
sage. House hearings were held commencing March 9, 1937, before the Com- 
mittee on Rivers and Harbors. At the outset of the hearing, during the ques- 
tioning of Maj. Gen. E. M. Markham, Chief of Engineers, the provisional nature 
of the proposed arrangement for marketing Boneville power was clearly indi- 
cated : 
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“Mr. Sir. It was felt by all those who have studied this proposition, in- 
cluding the War Department, the Federal Power Commission, and the Presi- 
dent’s Power Committee, that it would be better to confine this legislation to 
the Bonneville project and to Bonneville power in order that we may be able 
to prepare to market the power which will be available at Bonneville in Decem- 
ber of this year, as General Markham has stated. It will be some time before 
they have any power available for market at Grand Coulee. At that time it is 
intended and undoubtedly we will do something to provide a permanent author- 
ity for the Columbia River Basin which would include Grand Coulee, Bonne- 
ville. and perhaps other projects in that vicinity. 

“Mr. CoLpeN. I am just wondering, since we are legislating on the subject, 
whether it would not be better for us to combine the 2 and have only 1 battle 
instead of having 2. 

“Mr. SmirH. The reason, I think, Mr. Colden, the suggestion has been made 
that nothing be done regarding Coulee is because there has been nothing com- 
pleted so far as Grand Coulee is concerned, and everybody out in that part of 
the country is anxious that we be ready at Bonneville to enter into long-term 
contracts with the municipalities, power districts, cooperative districts, farmers, 
and rural sections who want to buy and use this power as soon as it is ready to 
be distributed, and not wait until the Grand Coulee project is completed in order 
to dispose of the power. 

“Mr. CoLpENn. I do not see how the bill introduced last year interferes with 
the utilization of power at Bonneville. 

“Mr. SmitH. Well, the experts on that question took that view. 

“Mr. CoLpEN. The experts who were here last year? 

“Mr. Smiru. And, as I understand, they were very strong for this provisional 
administration being made at this time. 

“General MARKHAM. From my understanding, Mr. Colden, the purpose of this 
bill is to act as a stopgap, having due regard for the extensive controversial 
features in the last year’s bill. 

“Mr. Smiru. Yes; the situation is exactly as stated by General Markham. 

“General MARKHAM. And in the bill I referred to, and which included the 
suggested amendment to this bill, it is intended to so state, that it provided for 
a temporary setup which later will take in the Grand Coulee and other projects 
on the Columbia River. 

“Mr. Co_pen. That is one of the reasons that it occurred to me that we should 
have some provision for correlating these two projects; that may cause some 
difference in the rates and discrimination against one of the territories as against 
the other. 

“General MARKHAM. I doubt if the Grand Coulee—and someone else would 
have to speak for it—is ready. I think there is some language in this bill on that 
point. 

“Mr. Smirn. May I call attention to the last sentence of section 2, and the 
language is the same in my bill as is provided in the amendment suggested by 
General Markham. That is found on page 2, and it is in the same section. 

“General MARKHAM. That is what I was looking for. 

“Mr. Smiru. Yes. This is at the end of section 1: ‘The form of administration 
herein established for Bonneville preject is intended to be provisional pending 
the establishment of permanent administration for Bonneville and other projects 
in the Columbia River Basin.’ 

“General MARKHAM. That is the language I was looking for. I understand it 
to be stopgap legislation. 

“The CHAIRMAN. The purpose of this measure, as I understand it, is to pro- 
vide a temporary setup to utilize the surplus power from the Bonneville Dam 
until Congress, which, of course, will consider other plans that have been sug- 
gested, can take action to work out a permanent policy. 

“General MARKHAM. That is correct. 

“The CHAIRMAN. As regards Grand Coulee or any other project in the Colum- 
bia River Basin. 

“General MARKHAM. Correct” (Hearings before Committee on Rivers and 
Harbors, House of Representatives, 75th Cong., Ist sess., H. R. 7642, pp, 11-12). 

The House Committee on Rivers and Harbors of the 75th Congress, 1st session, 
reported out a bill (H. R. 7642) to authorize completion and operation of the 
Bonneville project on June 24, 1937. Inits report (H. Rept. No. 1090, 75th Cong.., 
1st sess.), the committee stated : 
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“The bill represents the synthesis of recommendations made by various Mem- 
bers of the Congress from the Northwest and of the committee after extensive 
study of this subject. The Bonneville administration is intended to be pro- 
visional pending establishment of a permanent administration for Bonneville 
and other projects in the Columbia River Basin” (pp. 229-230). 

On July 22, 1937, the Senate Committee on Commerce reported out a com- 
panion bill (S. Rept. No. 919, 75th Cong., Ist sess.). The Department of Agri- 
culture’s brief favorable report on this bill, which is printed in the Senate 
report, states in part: 

“The form of administration provided is intended to be provisional pending 
the establishment of a permanent administration for the Bonneville project and 
other projects in the Columbia River Basin.” 

The Department of the Interior in its report, also contained in the Senate re- 
port, recommended that the bill be modified to include the recommendation of 
the National Power Policy Committee that the Administrator who is to be 
charged with the duty of disposing of the surplus power should also control the 
powerhouse. 

The congressional debate on proposals to provide for the marketing of power 
for the Bonneville project reveals much of the controversy that existed during 
that time over the form of administration to be provided and the policies to be 
followed in the marketing of this power. 

In pleading for early action on the bill, Representative Pierce, of Oregon, 
asked : 

“Why all this stir? Is any bill so bad? Is any interest threatened in any bill? 
Certainly the bills are quite similar and they are all based on the President’s 
message and the report of his power committee. The urgency lies in the fact 
that, pending a permanent setup, it is important to prevent tying up and 
pledging the facilities to special interests in advance for a number of years, 
to the disadvantage of the general public and contrary to the public welfare” 
(81 Congressional Record 4431 (1937) ). 

Earlier, Representative Pierce, discussing the President’s message to Congress 
of February 24, had declared: 

“The [National Power Policy] Committee states that, though the major 
projects in the Columbia River Basin should be considered together, it has been 
compelled to report on Bonneville project first and to set up a provisional ad- 
ministration, pending the establishment of a permanent regional plan. Based 
on the findings transmitted to Congress, bills will soon be introduced in the 
House and Senate incorporating the recommendations of the committee” (81 
Congressional Record 1890 (1937) ). 

The debate that followed on the bill that became the Bonneville Act con- 
tained numerous references to the fact that the form of administration provided 
is intended to be provisional (e. g., 81 Congressional Record 6765 and 7518). 
Attempts were made during congressional debate on the bill to amend the bill 
to provide a different form of administration than that recommended by the 
congressional committees. The efforts of both those who wanted to place the 
power-marketing function under the Corps of Engineers and those who wanted 
to transfer control of the generators to the Department of the Interior were 
unsuccessful. 

The final bill, which became Public Law 329, 75th Congress, 1st session, con- 
tained the provision which is still in the act that— 

The form of administration herein established for the Bonneville project is 
intended to be provisional pending the establishment of a permanent adminis- 
tration for Bonneville and other projects in the Columbia River Basin. 


Mr. Jourotmon. This, as I say, reviews the legislative history, 
and brings it up to those words of the Bonneville Act which declare: 

The form of the administration herein established for the Bonneville project 
is intended to be provisional pending the establishment of a permanent admin- 
istration for Bonneville and other projects in the Columbia River Basin. 

It will be remembered that many legislative proposals were being 
made even prior to the completion of the Bonneville Dam, and of 
course long prior to the completion of the Grand Coulee Dam. These 
legislative proposals were being made in the period from 1935 to 
1937. At the latter date the Bonneville Project Act was adopted, 
I believe in August. 
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The first one of the bills that was proposed was a bill very much 
in the pattern of the Tennessee Valley Authority which was intro- 
duced by Senator Pope. But at the very same time that that was 
being proposed, Senator McNary and Senator Stiver of Oregon were 
yroposing that the Bonneville Dam be operated and that the power 
be sold under the auspices of the Corps of Engineers of the Army. 

There were really four different suggestions being made: An inde- 
pendent corporate enterprise; second, power marketing through the 
Bureau of Reclamation; third, power marketing by the Corps of 
Engineers; and the fourth was finally the compromise proposal be- 
tween these various conflicting views which gave a divided authority 
to the Department of the Army and to the Department of the 
Interior. 

The Department of the Army, under the bill, constructed the 
Bonneville project and was responsible for its operation and is to this 
day. A new official of the Department of the Interior was set up, 
the Administrator of the Bonneville Power Administration, as a 
marketing agent. 

It was because those 4 proposals were before Congress at that time, 
and quite a little bit of controversy was engendered so that no one 
of those 4 proposals could gain enough support to put through a 
permanent organization, that the proposal was made that there be 
a provisional arrangement. 

I think that the first person who made that suggestion was the 
President himself, as far as the record that I have looked at is con- 
cerned, and he used the language “a provisional administration.” <Ac- 
cordingly the Bonneville Act was passed in that form. 

Roughly that gives a very brief account of what happened. 

Senator Nevsercer. All of the material which you care to submit 
for the record has been given to the reporter ? 

Mr. Jourotmon. Not yet. I have a great deal more. 

Senator Nrupercer. Proceed. You had paused and I wondered. 
I want to say this: To me your presentation is one of the most im- 
portant because I think that all consideration by this committee and 
by the Senate of the regional corporation bill is predicated on much 
of the evidence you are giving us about the provisional nature of 
the existing organization. 

My. Jouro.mon. Thank you, Senator. I think it is informative. 
It is factual. It presents no views in support of any one of these 
various matters which were before Congress at the time. 

It is difficult to judge the political atmosphere of 20 years ago, 
and to know whether, if we had been running things at that time, we 
would have acted differently and would have been able to come up 
with anything that would have been permanent. 

Senator Neusercer. It is sometimes difficult to judge the political 
atmosphere of today, Mr. Jourolmon. 

Mr. Jovrotmon. I think you are right. 

The second prepared statement which I have is also pursuant to 
your request that we give you some description of the various per- 
manent forms of organization which have been proposed in the interim 
from 1937 up to the present. I have a statement which is entitled 
“Description of Permanent Forms of Organization.” 
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All of these were matters which were prepared for presentation to 
Congress, and many of them were prepared, introduced, hearings were 
held, and in many cases went to the floor of Congress and were dis- 
cussed with a good deal of controversy. 

There are 29 such bills listed in the document which I have pre- 
pared. There is a table attached to 29 bills. They began to be 
presented even before the Bonneville Act was was ian | 

In addition to that, of course, we on the Bonneville staff had been 
asked from time to time by the Department of the Interior and by 
Senators and Congressmen and others interested in the form of organi- 
zation in the Northwest to make special studies, and some of those 
have never been introduced in Congress. 

We did not feel it advisable to overburden the record of this hear- 
ing with an analysis of all of the 29 proposals, or the many more pro- 
posals that were not introduced in Congress. So we have selected six 

ills which we think are typical of many of the others, and they are 
stated in an analytical form in the statement which I have prepared 
and which I have delivered to the reporter. 

The first on the list that is in this is S. 869, of the 74th Congress in 
1935. This bill was introduced by Senator Pope of Idaho and pro- 
posed an organization similar tothe TVA. 

The second bill described in my statement is S. 2430, of the 77th 
Congress, introduced by Senators Bone and Wallgren. It would have 
established the Columbia Power Administration as an agency of the 
Department of the Interior. The Administrator, instead of being 
appointed by the Secretary of the Interior, would have been ap- 
pointed by the President of the United States. 

The generation of Bonneville and Grand Coulee Dams which were 
then well underw ay would have been sold under contracts made by 
this organization referred to as the CPA. 

A feature of the bill would have been the fin: incing of facilities, 
and this was virtually the first of many proposals made for some type 
of automatic financing. An approach was made toward this at that 
time to the extent that revenue bonds could be issued and the power 
revenues of the two dams would be permanently appropriated to the 
administration. This would have given the agency some of the auton- 
omy and freedom of expenditure which ordinary free business enter- 
prises enjoy. 

The third bill which is analyzed in my statement is S. 460 of the 
79th Congress which was introduced by Senator Mitchell of the State 
of Washington, in 1945. This was the first of a long series of what 
came to be known as the Columbia Valley Authority “bills. It made 
provision for transferring Bonneville, Grand Coulee, and Hungry 
Horse Dams as well as the Bonneville transmission system to a corpo- 
rate organization which would be independent of the Department of 
the Interior, or any other department, and would be responsible di- 
rectly to the President. 

The Corporation was directed to establish a long-range basin devel- 
opment plan with complete integration with the Columbia River water 
resources. It was not directed just to power. 

The Corporation would have been empowered to use the power rev- 
enues and to issue revenue bonds. The fourth of these typical state- 
ments or typical analyses was the one which was introduced in the 
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same session of Congress by Congressman Horan, of Washington. 
This also provided for a corporate body to be known as the Columbia 
Valley Cooperative Authority. It embodied many of the same fea- 
tures that were in the Mitchell bill. 

Congressman Horan has introduced similar bills, changing them 
from year to year, from Congress to Congress probably, I should say, 
in many details. Some may be quite widely different from his origi- 
nal proposal, but he has done that in almost every Congress since that 
time, and I believe that a bill prepared by Congressman Horan is still 
pending in the present Congress. 

The fifth one of these bills that we have analyzed is the major 
Columbia Valley Administration bill, which was introduced and 
fostered with wide support from the national administration. It was 
S. 1645 of the 81st Congress, and was introduced by Senator Magnu- 
son and 17 other Senators. It became the subject of a long legislative 
controversy. The Corporation would have had broad corporate 
powers, would have used existing Federal agencies, States, and local 
governmental agencies; it would have had many financing and repay- 
ment powers. The major financing device proposed in this bill would 
have been the Columbia Valley Administration fund, to be set up in 
the Treasury of the United States, into which the revenues from 
power would be paid. 

Advances from the fund were to be made to repay all of the pre- 
dominantly revenue-producing purposes which were provided for in 
the bill. 

Revenues in excess of those needed to meet repayment costs had to 
be paid into the fund. 

Oe course, Mr. Chairman, these are very concise statements of bills 
which were quite complex. 

Senator Neupercer. And which are analyzed in greater detail in 
your statement, I can see. 

Mr. Jourotmon. That is right. 

The sixth one of the bills that I have brought to your attention I am 
bringing simply because it is quite a novel approach. It was S. 3376, 
of the 81st Congress, and was introduced by Senator Watkins of Utah. 
This bill would have permitted the sale of Federal water resources, 
and of Federal properties, to locally organized interstate water and 

ower users associations. The Secretary of the Interior would have 
een empowered to charter such associations as corporate bodies. The 
local associations would have had self-financing provisions, fairly 
similar to those that have been discussed in the other bills. 

They could make assessments against the stock of the corporations. 
The income from power and also the income from other water uses 
would be used to sustain the corporation. 

Those are the six that are analyzed. In addition to that you will 
find four bills which Bonneville prepared at the request of various 
Congressmen for one purpose or another through the years. The most 
recent of those was the 1952 bill which, if my memory is correct, was 
prepared at the request of Senator Cordon. However, he did not in- 
troduce it. This was entitled “The Columbia Interstate Power Com- 
mission.” 

That completes my statement, Senator. I mean that completes 
my statement on that subject. 
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Senator Neusercer. I want to note for the record, which I think is 
quite significant, as part of the very impressive documentation you 
have provided us with, Mr. Jourolmon, it is interesting to note that 
over the years no fewer than 27 bills pertaining to the type of organiza- 
tion that shall market or develop power in the Columbia Basin in lieu 
of the Bonneville Administration, were introduced prior to the intro- 
duction of S. 3114, which is before us today, which certainly indicates 


that a great many Members of both the Senate and the House have - 


given a great deal of time and attention and thought to this over the 


past 20 years. 
Mr. Jourotmon. I think the legislative history certainly indicates 


that that statement is correct. 
(The prepared statement referred to above follows :) 


DESCRIPTION OF PERMANENT FORMS OF ORGANIZATION 
I. BILLS INTRODUCED IN CONGRESS 


A chronological list of bills to establish a Columbia Valley Authority or Ad- 
ministration, which have been introduced in Congress, is attached as exhibit I. 
Some of the bills are companion bills. Others are the same of slightly revised 
versions introduced in later Congresses. Still others represent relatively minor 
changes of bills which were introduced in the same Congress. Accordingly, no 
attempt will be made to describe each bill in detail. Rather, a description will 
be made of one bill in each class. 


8. 869, 74th Congress, 1st session 

This bill, introduced by Senator Pope, would create a Columbia Valley Au- 
thority as a separate corporation. In general the bill follows the form and pattern 
of the Tennessee Valley Authority Act. For that reason, as well as the fact that 
the bill was introduced 2% years prior to the enactment of the Bonneville Project 
Act, no detailed analysis is made. 


8. 2430, 77th Congress, 2d session 

From the fall of 1940 to the spring of 1942 a series of bills was introduced in 
Congress. They were given a great deal of study by both the Department of 
the Interior and the Congress, but were never reported out of committee. The 
bill which emerged from this study was S. 2430 which was introduced by Senator 
Bone for himself and for Senator Wallgren. The bill would have changed the 
name of Bonneville Power Administration to Columbia Power Administration. 

Its more important features are summarized as follows: 

(a) Nature of administration and appointment of Administrator.—The ad- 
ministration would remain in the Department of the Interior. The Administra- 
tor would be appointed by the President and confirmed by the Senate instead 
of appointment by the Secretary as in the Bonneville Act. The Administrator 
shall exercise all powers under “general direction” of the Secretary instead of 
“subject to Secretary’s supervision and direction” as in the Bonneville Act. 

(b) Advisory Council—The Advisory Council in the Bonneville Act would be 
eliminated and replaced by an Advisory Board of four residents of the region 
appointed by the Columbia Power Administrator. 

(c) Operation of Bonneville and Grand Coulee dams.—Bonneville Dam would 
remain under the War Department and Grand Coulee Dam under the Bureau 
of Reclamation. Bureau and CPA would agree on schedules of Grand Coulee 
power available for sale. 

(d) CPA’s expenditures.—Instead of being under the supervision of GAO as 
to validity of expenditures, the Bone bill provides that other laws governing 
expenditure of public funds shall not apply to the Administration’s expenditures 
or its contracts, and that the Secretary’s determination as to whether Columbia 
Power Act authorizes CPA’s expenditures shall be conclusive on all officers of the 
Government. This would give CPA much the same autonomy and freedom of 
expenditure as is enjoyed by private business; GAO would have virtually no 
authority over CPA expenditures. However, GAO would still continue to settle 
and adjust vouchers. Also, GAO would prescribe the form of accounts, but 
would have to follow the Federal Power Commission’s system of utility accounts. 
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(e) System acquisition—-The Administrator would be given authority, under 
prescribed conditions and criteria, to acquire, operate, extend and improve 
utility systems, the principal facilities of which are in Washington and Oregon, 
and any properties or assets incidental to such systems. 

(f) Revenue bonds.—(1) The Administrator, for purposes of system acquisi- 
tions only, may issue revenue bonds. These bonds would not pledge the credit 
of the United State. 

(2) There would be no limit on amount of bonds which could be issued. 

(3) All revenues of CPA, including revenue from wholesale sales of power, 
would be pledged for payment of these bonds. The only payments which would 
be given a prior status to the bonds are operation and maintenance expenses 
and reserves for power facilties at Bonneville and Grand Coulee Dams, operation 
and maintenance expenses and reserves for CPA, and in lieu of tax payments on 
acquired facilities. 

(4) RFC and United States Treasury may deal in these revenue bonds but 
the bonds would not increase the debt of the United States. 

(9g) Temporary operation of distribution properties—CPA may temporarily 
operate, maintain and extend distribution properties until it is able to dispose 
of them to public bodies. This operation may be direct Federal operation or 
through lease or management contracts. During such temporary operation, re- 
tail rates would be at levels which would pay out all proper expenses, including 
cost of power at wholesale. 

(h) Indebtedness to Treasury.—The bill provides that CPA set up an account 
in the Treasury of the United States to reflect whether or not it is paying out 
on the Federal investment in power facilities. Against this account would be 
debited all capital investment in the Bonneville and Grand Coulee projects 
chargeable to CPA and all investment in the transmission system. CPA would 
pay interest on this total and amortize it over a period of years. There would 
be credited to this account all revenues of CPA. 

(4) Appropriations.—All Bonneville and Grand Coulee power revenues would 
be permanently appropriated to the Administration. As a result, the Adminis- 
tration would not have to go to Congress for annual operation and maintenance 
appropriations. However, the Administrator’s estimates for these expenses 
would have to be cleared with the Bureau of Budget. 

(j) Personnel provisions.—The civil service laws and Classification Act would 
be applicable to the Administration. However, the Administration could bar- 
gain collectively with all of its employees, and collective bargaining agree- 
ments with workmen and laborers in the trades and crafts connected with the 
construction and operation of the transmission system may include employ- 
ment and compensation provisions which differ from the civil service and 
classification laws. No closed shop would be possible since the bill explicitly 
provides that joining or failing to join a labor union may never be the condition 
of obtaining or retaining employment for employees of the Administration. 


S. 460, 79th Congress, 1st session 

This is the first Columbia Valley Authority bill introduced by Senator Mitchell. 
It would create a separate corporation to be an instrumentality of the United 
States. The more important features of the bill are summarized: 

(a) Administration of the Corporation.—(1) The Corporation would be 
directed and controlled by a board of three Directors appointed by the President 
by and with the advice and consent of the Senate, the Chairman to be desig- 
nated by the President; the Directors would have 9-year terms at salaries of 
$15,000 per year and could be removed by the President or a concurrent resolu- 
tion of the Senate and House of Representatives. 

(2) A Columbia Valley Advisory Council with which the directors shall regu- 
larly advise and consult; the Council to consist of 7 members, 1 each from 
Idaho, Montana, Oregon, and Washington to be designated by the respective 
governors thereof, and 8 from the public at large who shall be residents 
of the region and appointed by the President by and with the consent of the 
Senate. 

(3) National River Basin Development Board composed of the Secretary of 
the Interior, Secretary of Agriculture, Chief of Army Engineers, Chairman of 
the Board of TVA, Chairman of the Board of CVA, and chief executive officer 
of such other regional authorities as may be created; Secretary of the Interior 
to act as Chairman of the National River Basin Development Board; the 
National Board shall review the recommendations of the CVA for the unified 
development of the region and coordinate such recommendations with national 
plans and programs and with plans and programs of other authorities, 
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(4) All powers of the Corporation would be exercised by the Board of 
Directors of the Corporation subject to the powers of the Chairman of the 
National Board which are limited to the direction and supervision of the 
activities of the Corporation to the extent necessary— 

(a) To insure effectuation of policies national in scope set forth by Con- 
gress ; 

(b) To insure conformity of regional plans and programs with national 
plans; 

(c) To coordinate the programs and undertakings of the Corporation 
and those of other Federal agencies having related functions within or 
affecting the region; 

(d) To receive and transmit reports from the Corporation to the Con- 
gress and to the President. 

(b) Basin plan.—The Corporation would be required, after conducting 
surveys and enlisting the advice and assistance of appropriate local, State, and 
Federal governmental agencies, educational institutions, and private organiza- 
tions, to report to the President and Congress within 2 years from the enact- 
ment of its recommendations for the united development of the Columbia Valley 
region, which shall include a complete plan for the integrated control and 
utilization of the waters of the Columbia Valley region, the requirements for 
flood control, navigation, reclamation, power, and other needs, soil conserva- 
tion, reforestation, mineral development, preservation of fishing and game re- 
sources, and recreation in such a way as to secure the maximum public benefit 
for the region and Nation. All such plans must be reviewed by the Columbia 
Valley Advisory Council and wouid become effective if not afiirmatively dis- 
approved by Congress within 4 legislative months. Since this study is directed 
to forms of organization, no detailed analysis of the powers and functions of the 
Corporation is made. 

(c) Transfer of existing agencies and construction of new projects—(1) 
There would be entrusted to the Corporation the exclusive possession and 
control of Bonneville Dam, Grand Coulee Dam, Hungry Horse Dam, the Bon- 
neville transmission system; provided, that the Corporation may operate each 
project through the agency from which it is transferred. All functions of the 
Secretary of the Interior relating to the Hungry Horse project would be trans- 
ferred to and exercised by the Corporation. The Corporation and the Bureau 
of Reclamation would be directed to work out such arrangements as would be 
necessary to insure the prompt completion of the Columbia Basin project. 

(2) The Corporation would be authorized to obtain the transfer to it of any 
dam or transmission system now or hereafter constructed by the United States 
in the Columbia Valley region, and such other real and personal property of 
the United States as the Corporation may from time to time deem necessary. 

(3) The Corporation would be directed to construct and operate such projects 
in the region as would best serve to prevent and control floods, to safeguard 
navigable water and promote the reclamation of lands. 

(4) “The Corporation would be required, so far as practicable, to construct 
or operate any project or conduct any activity entrusted to it through, or in 
cooperation with other departments and agencies of the United States,” and 
could construct and operate any such projects “through or in cooperation with 
States, counties, municipalities, of subdivisions or agencies thereof, including 
local drainage, soil conservation, and power districts, or cooperative, educa- 
tional, scientific, charitable, or nonprofit agencies.” 

(d) Personnel of the Corporation would have security of tenure comparable 
to that under the civil service laws, and provision would be made for the develop- 
ment of a merit system. Employees would be protected by the Federal Employees’ 
Compensation Act, and would be entitled to the benefits under the Civil Service 
Retirement Act. All contracts to which the Corporation is a party and which 
require the employment of laborers and mechanics would contain a provision that 
not less than prevailing rate of wages for work of a similar nature in the vicinity 
shall be paid to such laborers or mechanics. 

(e) Use of revenues.—The net proceeds for each fiscal year derived from any 
of the activities of the Corporation after deducting the costs of operation, main- 
tenance, depreciation, interest on bonds, amortization, and an amount deemed 
by the Board as necessary to withhold as operating capital would be paid into 
the Treasury of the United States. In addition to such other audits as the 
Corporation may deem necessary or desirable, the Comptroller General of the 
United States would audit the transactions of the Corporation not less frequently 
than once each fiscal year. The Corporation would determine its own system of 
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administrative accounts. All funds required by the Corporation in addition to 
those derived from its operations would be provided by appropriation except as 
otherwise provided. 

(f) Revenue bonds.—The Corporation would be authorized to issue and sell 
revenue bonds and to use the proceeds thereof for acquisitions, for providing 
funds for the rehabilitation of properties and working capital, and for pur- 
chasing, refunding, or redeeming outstanding revenue bonds. The interest and 
principal and other charges on such revenue bonds would be paid only from the 
revenue from the Corporation’s generation, transmission, and sale of electric 
energy. Said revenue bonds would express on their face that they are not direct 
obligations of the United States and that the payment of the principal and 
interest on the bonds is not guaranteed by the United States. 


H.R. 2928, 79th Congress, 1st session 


Representative Horan introduced this bill to create a separate body corporate 
to be known as the Columbia Valley Cooperative Authority. In later versions 
of the bill, such as H. R. 8636, 81st Congress, 1st session, the cooperative authority 
is designated as the Columbia Interstate Commission. In general, H. R. 2923 
followed the pattern of the Mitchell CVA bill, S. 460, 79th Congress, 1st session, 
as far as substantive powers are concerned. It differed with respect to the 
following organization features: 

(a) Board of Directors.—A 5-member Board would be appointed by the Presi- 
dent, 1 member to be appointed from each of the States of Idaho, Montana, 
Oregon, and Washington, from lists recommended by the Governor of the par- 
ticular State. They would be appointed for staggered 7-year terms at a salary 
of $15,000 per year. 

(b) Columbia Valley Advisory Council.—The bill contemplated an Advisory 
Council of 33 members, consisting of the Governors of the four States above 
mentioned, a 7-man Commission from each of such States, and the Director of 
Conservation and Development of the State of Wyoming. Later versions of the 
bill reduced the 7-man Commission from each State to a 3-man Commission 
from each State. The Corporation could not submit to Congress any proposal 
for resource development without first obtaining the views of the Advisory 
Council. 


S. 1645, 81st Congress, 1st session 


Senator Magnuson, for himself and 17 other Senators, introduced this bill 
to create a boily corporate to be known as the Columbia Valley Administration, 
which would be an instrumentality of the United States. This bill was spon- 
sored by the administration, was developed under the guidance of the Bureau 
of the Budget with the participation of all affected agencies of the Government, 
and received more careful and detailed consideration than any of its predecessors. 

(a) Administration of corporation.—(1) Board of Directors: Three Directors 
would be appointed by the President and confirmed by the Senate. At least two 
must be bona fide residents of the region at the time of appointment, and all 
must maintain their residence in the region. The Directors would serve stag- 
gered 6-year terms and receive a salary of $17,500 each. 

(2) Chief executive officer: The Board of Directors must appoint a single 
chief executive officer. 

(3) State and local participation : No single advisory board was contemplated. 
The administration would be directed to seek the advice, assistance, and partici- 
pation of the people of the region and their State and local governments and 
organizations, public and private, to the fullest practicable extent, in carrying 
out the purposes of the act. The administration must make arrangements for 
consultation and interchange of views with appropriate representatives of State 
and local governments and agriculture (including irrigation and reclamation), 
labor and business interests, as well as the general public, relation to all phases 
of its activities, and must establish such advisory boards and councils (including 
as a minimum boards or councils concerned with irrigation and reclamation, 
power, fishery resources, and navigation) as may be necessary or appropriate to 
achieve the objectives stated in thi ssection. Any comments which such boards 
and councils submit for the purpose must be included in the annual reports of 
the administration. 

(b) Scope of powers.—(1) Subject to the policies, conditions, and limitations 
stated in the act, the Administration would be authorized to construct and operate 
projects and carry out activities necessary for the promotion of navigation (ex- 
cept for channel and harbor improvement work in tidal waters tributary to the 
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Pacific Ocean), for control and prevention of floods, for the conservation and 
reclamation of lands and land resources, for the development and conservation 
of forests, mineral, and fish and wildlife resources, and for the generation, trans- 
mission, and disposition of electric energy at wholesale. In connection with any 
of the foregoing, the Administration may also provide for the development and 
conservation of the recreational resources and the promotion of sanitation and 
pollution control. 

(2) The Administration would be responsible for the preparation of multiple- 
purpose and unified plans for resource development, including arrangements for 
cooperative action by the Administration, other Federal agencies, and State, local 
and other agencies. 

(c) Use of existing agencies.—The Administration would be authorized, and 
could be required by the President, to conduct any of its activities through or 
in cooperation with other Federal agencies. It also would be authorized to con- 
duct its activities through or in cooperation with States and local governmental 
agencies, education, and scientific institutions, or other bodies or agencies, public 
or private. It would be empowered to use its funds in connection with such joint 
and cooperative arrangements. 

(d) Transfer of projects, property, and functions.—The bill provided for the 
transfer to the Administration of the properties, projects, and functions of the 
Bureau of Reclamation, Bonneville Power Administration, and, except for chan- 
nel and harbor improvement work in tidal waters tributary to the Pacific Ocean, 
of the eivil works projects and activities of the Corps of Engineers within the 
Columbia Valley region. No other transfers of properties, projects, and func- 
tions would be made by the act. 

(e) Financing and repayment provisions.—The Government Corporation Con- 
trol Act would be applicable to the Administration and its transactions and op- 
erations would be subject to the controls provided in the act. 

In addition, the Administration could not initiate the construction of any 
major water-control or electric-generating project or major transmission line 
into a new service area or undertake any new major type of activity authorized 
by the act unless the project or activity had been approved by the Congress in the 
Administration’s budget program. Once the initiation of construction was so 
authorized, however, arrangements were contemplated whereby the Administra- 
tion would have contract authority to assure completion of such projects in ac- 
cordance with the most economical construction schedules. 

There would be established in the Treasury a Columbia Valley Administration 
fund consisting of amounts appropriated thereto by the Congress, amounts paid 
into the fund by the Administration, and any amounts transferred to the Admin- 
istration from existing Federal agencies. In general, advances from the fund 
could be made to the Administration to meet construction and operating costs 
in connection with the revenue-producing activities. 

Costs of projects and activities for which advances were not authorized (gener- 
ally, non-revenue-producing operations) could be met by appropriations follow- 
ing the inclusion of estimates in the Administration’s annual budget program. 

Advances from the fund to pay costs allocated to predominately revenue- 
producing purposes, such as power, irrigation, and municipal water supply must 
be fully repaid to the fund, together with interest on all such advances with 
the exception of those used to pay costs allocated to irrigation. The interest rate 
would be determined by the Secretary of the Treasury. Existing policies relating 
to repayment of Federal investment in power and water facilities would be 
adopted on a regionwide basis. 

Receipts derived from revenue-producing activities could be used for the pay- 
ment of the costs incurred in connection with such activities. However, re- 
ceipts in excess of those necessary for the Administration’s working capital re- 
quirements must be paid into the Columbia Valley Administration fund. 

(f) Personnel.—(1) The civil service laws and Classification Act would not 
be applicable, but the Administration would be required to establish its own sys- 
tem of organization to fix responsibility and to promote efficiency. 

(2) The Administration would be prohibited from using political tests or 
qualifications for employment or promotion ; and employees would have the same 
protection in their jobs as Federal civil service employees. Provision would also 
be made for collection bargaining agreements with the Administration’s em- 
ployees. 

(3) Miscellaneous personnel matters would include compensation for em- 
ployees suffering injury, social-security benefits for employees not covered by 
the Civil Service Retirement Act, and unemployment compensation benefits, to 
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the extent permitted by State laws, for a portion of the Administration’s em- 
ployees, chiefly laborers, mechanics, and workmen engaged in construction work 
or operation and maintenance of the Administration’s properties and facilities. 


8S. 8376, 81st Congress, 2d session 

General bills applicable to the United States as a whole and not directed spe- 
cifically to the Pacific Northwest have not been included. For that reason, no 
mention has been made of several multiple-purpose valley authority bills. Most 
of them follow the same pattern as one or more of the bills above described. 
S. 3376, introduced by Senator Watkins, should be mentioned because it presents 
a different approach. It would provide for the organization of interstate water 
and power users associations to finance, operate, and eventually own, at least 
equitably, water and power projects on interstate streams. The more important 
organizational features include the following : 

(a) The Secretary of the Interior would be directed to charter bodies corpo- 
rate with the powers and authority set forth in the bill upon receipt of articles 
of incorporation filed in behalf of the incorporators by the governors of a major- 
ity of the States on the river system (or division of river system as established 
by interstate compact). 

(b) Board of Directors—The Association would be managed by a Board of 
Directors of from 5 to 21 members elected for staggered 3-year terms by the 
shareholders. So long as the Association owes any money to the United States, 
there would be an additional Director who would be appointed by the President. 

(c) Capital stock in an amount to be specified in the articles of incorporation 
would be issued to a conservancy district, water users association, or other 
organization or entity authorized under State law to subscribe for, acquire, and 
hold such stock. Stock would be issued to the respective holders in proportion 
to the water rights which they hold or represent. 

(ad) Personnel provisions.—The Board would appoint and fix the compensation 
of its officers and employees without regard to the civil service laws and the 
Classification Act of 1949. The Federal Employge Compensation Act would 
apply to employees of the Association. 

(e) Powers.—(1) The Association would be empowered to contract with the 
United States or any agency thereof for the construction, preservation, opera- 
tion, and maintenance of projects. 

(2) Allocations of cost for such projects would be made by the Secretary of 
the Interior or the Secretary of the Army, depending upon which was the 
constructing agent. 

(3) The Association could lease power privileges or sell power generally in 
the same manner provided by the Reclamation Project Act of 1939, except that 
there would be a prohibition against the sale of firm power outside of the States 
comprising the river basin the Association was organized to develop. 

(4) The Association’s obligations, under repayment contracts with the United 
States entered into pursuant to the Reclamation Project Act of 1989, would 
include not only irrigation costs but also costs allocable to power and municipal 
water supply. 

(f) Financial provisions—(1) The Association’s sources of income would 
be— 

(a) assessments against stock or calls against subscriptions for stock; 
and 

(b) income from operations, including the handling or furnishing of water 
or power privileges. 

(2) Power revenues would be charged with all construction costs allocated to 
power, plus interest and that portion of the costs allocated to irrigation which 
is beyond the repayment ability of the water users. The bill, in effect, included 
a basin account proposal, as an irrigation project would not need to have power 
features before it could receive assistance from power revenues. 

(3) Until the obligations of the Association to the United States have been 
discharged, limitations would be placed on the use of revenues in excess of 
those required for operation and maintenance, repayment of obligations to 
the United States, and interest. When all such obligations have been dis- 
charged, distribution of power revenues above those required by the act would 
be in accordance with the terms of a compact entered into between the States 
concerned for the division of such excess power revenues. Congressional 
approval of the compact would be required. 
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If. PROPOSALS NOT INTRODUCED IN CONGRESS 
1947 


Bonneville Power Administration gave considerable study to a proposal which 
would provide for a new method of financing operations by means of capital 
loans and capital subscriptions from the Secretary of the Treasury to the Ad- 
ministrator. The plan also was based on the concept of a much stronger 
Advisory Board. The more important provisions of the proposal are sum- 
marized : 

(a) The Bonneville Act, as amended, would be applicable to the disposition 
of all hydroelectric energy for which the Administrator is or may be designated 
the marketing agent. The construction agency must install generators when a 
new Federal Advisory Board believed it desirable to do so to meet actual or 
potential market requirements. 

(b) Federal Advisory Board.—The existing Advisory Board would be abol- 
ished and replaced by a new Federal Advisory Board consisting of the Bonne- 
ville Power Administrator as Chairman and four other members designated 
by the Secretary of War, the Secretary of the Interior, the Secretary of Agri- 
culture, and Federal Power Commission, respectively. The Board would act 
on the basis of a vote by a majority of its members. The Board would review 
the Administrator’s estimates of future loads and power requirements, estab- 
lish schedules for the installation of generators at authorized projects, and 
approve proposed power rate schedules before they are submitted to the Fed- 
eral Power Commission for confirmation. 

(c) Rates.—The bill would expressly authorize the pooling of costs and 
revenues for rate and payout purposes. Rate schedules would be drawn hay- 
ing regard to existing criteria, but the recovery of the capital investment would 
be specifically enlarged to include the repayment of all capital loans from the 
Secretary of the Treasury to the Administrator. 

(d) Government Corporation Control Act.—This act would be made appli- 
eable to the Bonneville Power Administration. In addition, Congress would be 
given the same power and control over expenditures for reclamation projects 
authorized automatically under section 9 of the Reclamation Project Act of 
1939 as the Government Corporation Control Act provides control over projects 
authorized by act of Congress. 

(e) Financing provisions.—(1) Columbia power fund: The bill would create 
in the Treasury an account to be known as the Columbia power fund. It would 
consist of — 

(a) appropriations for the Administrator, 

(b) moneys obtained from the Secretary of the Treasury as capital loans 
and capital subscriptions, 

(c) power receipts, and 

(d) all other receipts of the Administrator. 


(2) Moneys in the fund may be used as follows: 


(a) Appropriations could be used only for the purpose for which appro- 
priated. 

(b) Capital loans and subscriptions could be used only for the purpose 
for which they were made by the Secretary of the Treasury. If such pur- 
pose was the construction of a project or unit thereof by some other con- 
struction agency, such as the Bureau of Reclamation or Corps of Engineers, 
the Administrator would transfer the funds to the construction agency. 

(c) Power revenues and other receipts could be used for— 

(1) operation, maintenance, and replacement of the transmission 
system ; 

(2) Construction of the transmission system, except for major fa- 
cilities into a new area; 

(3) payment of interest and principal on capital loans; and 

(4) after all capital loans were repaid, the revenues would be trans- 
ferred to the Treasurer as miscellaneous receipts, with the exception 
that revenues from reclamation projects would be transferred to the 
reclamation fund to the extent provided by law. 

(3) Items to be financed by new plan: Moneys derived from capital loans and 
capital subscriptions could be used to finance— 

(a) the construction, replacement, or extraordinary maintenance of fa- 
cilities at new projects which the Federal Advisory Board determined to be 
necessary and the cost of which the Federal Advisory Board allocated to 
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(1) power, (2) power and one or more different purposes, or (3) one or more 
purposes other than the power if the construction or extraordinary main- 
tenance of the nonpower facilities would be necessary for the operation of 
the project for the production of power. 

(b) Such moneys could also be used to finance major transmission lines 
and substations. 

(c) The existing transmission system generating project investment to be 
paid out of power revenues would be converted to a capital-loan basis. 

(d) Federal Advisory Board approval as to the time and amount of all 
loans would be required. 

(e) The interest rate for capital loans would be fixed by the Secretary 
of the Treasury, having regard for a prescribed formula. 

(4) Capital loans and subscriptions: Capital loans would be made to meet 
costs which the Federal Advisory Board allocated in whole or in part to power 
or were assigned for reimbursement out of power revenues although allocated 
to some nonpower but reimbursable purpose. Capital subscriptions would be 
used to provide money to meet costs allocated by the Federal Advisory Board 
to nonreimbursable purposes or to reimbursable purposes, the cost of which 
was not to be repaid out of power revenues. 

(f) An alternative bill also was prepared which would have provided a 
corporate form of organization for Bonneville Power Administration. It would 
create a Columbia Power Corporation to be administered by an Administrator 
under the supervision of the Secretary of the Interior. The Bonneville Power 
Administration would be abolished and its functions and property would be 
transferred to the Corporation. The balance of the proposed bill was identical 
with the one outlined above. 


1948 


The 1947 proposed bill was refined and revised following discussions with 
other Federal agencies and, particularly, the Bureau of the Budget. The only 
major substantive change was to strengthen still further the new Federal 
Advisory Board., That Board was directed, also, to prepare a comprehensive 
plan for the control and use of the waters in the region; to make surveys, 
investigations, and studies useful or appropriate in the planning and execution 
of the works and projects for the control and use of such waters; and to coordi- 
nate the activities of the Bonneville Power Administrator and the Federal 
agencies represented by its membership in the planning and execution of such 
works and projects by reviewing their plans and programs. Neither the Bonne- 
ville Power Administrator nor any Federal agency represented on the Board 
could submit to Congress a request for appropriations or authority to use other 
funds for any water control or use program in the region without first obtain- 
ing the approval of the Federal Advisory Board. The Board would also be 
empowered to recommend the authorization of additional projects, and not just 
the installation of generators at authorized projects, if it determined such 
additional projects were needed to meet estimated loans and power require- 
ments. 

1949 


In the latter part of 1948 and in 1949 a bill of much more limited scope was 
studied and prepared. It was directed primarily to making the Bonneville 
Project Act applicable to the disposition of all power for which the Adminis- 
trator is the marketing agent and to the use of power receipts to finance the 
activities of the Administrator. Its more important provisions may be sum- 
marized : 

(a) The Administrator would be designated as marketing agent for com- 
mercial power from all Federal projects in the Pacific Northwest. The market- 
ing policies of the Bonneville Project Act would be applicable instead of the 
similar but not identical policies prescribed in the present variety of acts and 
orders. 

(b) The agency constructing and operating a dam would be required to install 
and operate generating facilities to meet the Administrator’s requirements for 
existing and potential markets. 

(c) Costs to be paid out of power revenues and receipts from all projects 
would be pooled into a single account for rate and payout purposes. 

(d) The Government Corporation Control Act would be applicable to the 
Administrator, the main features of that act being the use of a business-type 
budget and a commercial audit by the General Accounting Office. 


———————————————————— 
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(e) The bill would establish a Columbia power fund with the Treasurer of 
the United States and would permit disbursement directly by the Administrator. 
The fund would consist of— 

(1) Appropriations for the Administrator ; 

(2) Funds in the special account established pursuant to Executive Order 
8526, at the time of the enactment of the bill; 

(3) Power receipts ; and 

(4) All other receipts of the Administrator. 

(f) Moneys in the Columbia power fund could be used as follows: 

(1) Appropriated funds could be used only for the purposes for which 
appropriated : 

(2) All other funds, including power receipts, could be used for opera- 
tion and maintenance, marketing and administrative expenses, and con- 
struction of transmission facilities ; 

(8) The balance of the funds must be paid at least once a year to the 
Treasury as miscellaneous receipts, subject to the provision that funds 
derived from reclamation projects would be disposed of in the manner 
provided by law. 

(g) The continuing or emergency fund established by section II of the Bonne- 
ville Act would be eliminated. 

1952 


Consideration was given to a proposal, the plan for which did not originate 
with BPA. The bill would create a nonprofit corporation, to be known as the 
Columbia Interstate Power Commission, which would not be an instrumentality 
of the United States. Its major features may be summarized as follows: 

(a) Board of Commissioners.—The Commission would be governed by a board 
of four members, one of whom would be appointed by the Governor of each of the 
States of Oregon, Idaho, Washington, and Montana, or by such other method as 
may be prescribed by State statute. The directors would serve for staggered 
4-year terms. 

(e) Acquisition of existing Federal systems.—The Commission could acquire 
the transmission system upon the execution of an appropriate purchase contract. 
The Commission could also acquire any Federal hydro project located on the 
main stem of the Columbia River, on the Snake River below Weiser, Idaho, or 
on any of the tributaries of the Columbia above its confluence with the Snake 
River, upon the execution of an appropriate purchase contract with the Federal 
agency having jurisdiction. The purchase contract shall provide— 

(1) The Commission assumes all obligations and liabilities of the United 
States under contracts assigned to the Commission. 

(2) The price shall be the investment of the United States in the trans- 
mission system or the portion of the investment of the United States in the 
project which is allocated to power. Such price, together with interest at 
214 percent, would be payable over a 50-year term. 

(f) The Commission could acquire electric facilities from non-Federal sources 
but not by condemnation. It could also purchase electric energy for up to 
50-year terms from any Federal agency having jurisdiction over a hydroelectric 
project. Electric energy generated or purchased would be disposed of pursuant 
to the usual Federal power-marketing policies. 

(g) Planning functions —The Commission must cooperate with all Federal and 
non-Federal agencies in preparing plans for the full development of the natural 
resources of the Pacific Northwest. The Commission must review plans for the 
control of waters of the Pacific Northwest by any Federal agency, or by any 
non-Federal agency acting under Federal license or permit. Federal Power 
Commission would be prohibited from issuing a license under the Federal Power 
Act if the Columbia Interstate Power Commission filed with FPC a recommenda- 
tion against the proposed project. 

(h) Financial provisions.—(1) The Commission could issue revenue bonds 
which would not be obligations of the United States and would be payable solely 
from electric revenues. Both the RFC and the Secretary of the Treasury would 
be authorized in their discretion, but not required, to purchase such bonds. 

(2) The Commission could borrow on short-term loans of not to exceed 5 years. 
Not more than $300 million of such loans could be outstanding at any one time. 
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(3) Receipts could be used for the following purposes and in the following 
order or priority : 
(a2) Operation and maintenance, marketing, and administrative expense; 

(b) Interest and principal on revenue bonds as they became due; 
(c) Sinking fund payments for revenue bonds; 
(ad) Interest and principal of short-term loans; 
(e) Construction of hydro and fuel-fired generating projects and trans- 
mission facilities. 
(4) At projects authorized by Congress, costs allocated to nonpower purposes 
could be applied as a credit on payments due the United States under any contract 
with the United States for the purchase of the project. At projects not so author- 
ized, and at any project after the contracts with the United States have been paid 
in full, appropriations would be authorized to reimburse the Commission or to 

make a grant-in-aid to cover costs allocated to nonpower purposes. 


(Exhibit I, entitled “Bills To Establish a Columbia Valley Authority 
or Administration,” follows :) 


Exursit I.—Bills to establish a Columbia Valley Authority or Administration 





Bill 


6 SR nwenis | 


S. 4300.....-. | 


H. R. 977 


H. BR. 
H, BR. 
B. 3. 
H. R. 6076 
H. R. 6889 
§. 1862. ... 


1434 
5129 


5583 


8. 2430. ... 


BOP ben nont 


H. R. 2923 
H. R. 5083 
8. 1716. 


H. R. 3969 


Bs SOW co nsectons 


k 





H. R. 427 
H. R. 3636 
H. R. 4286 
H. R. 4287 


2 ae 


H. R. 2525 
H. R. 1776 
H. R. 5847 
H. R. 4785 
Bs GEER 2 chee 


H. R. 12078-- 


Congress 


74th Cong., 1st sess 


76th Cong., 3d sess 


77th Cong., Ist sess 
do 
CS 
.do 
. ae 
77th Cong., 2d sess 
77th Cong., lst sess 
77th Cong., 2d sess 
79th Cong., Ist sess 
. 
gs citrus 


£G0it~ 


| 80th Cong., Ist sess 


do 


8ist Cong., Ist sess_- 


eee. TES ey 


82d Cong., Ist sess 
83d Cong., Ist sess 
84th Cong., Ist sess. 
85th Cong., Ist sess 
85th Cong., 2d sess_ - 


Introduced by— 


Mr. Pope-..- 


Mr. Hill, of Washington__---- 


| Mr. Smith, of Washington -_. 
Mr. Hill, of Washington_--- 
Mr. Smith, of Washington __-| 
| Mr. Hill, of Washington - -- 


i as 


| Mr. Bone, of Washington. ae 


Mr. Barkley (for Mr. Bone) - 


| 


| Jan. 


Mr. Bone (for himself and | 


Mr. Wallgren). 
Mr. Mitchell, of Washing- 
ton. 


Mr. Jackson, of Washing- 


| ton. 

| Mr. Mitchell of Washing- 
ton. 

Ns SOE oan vancckwonnaee 


| Mr. Taylor (for himself, 


| Messrs. Sparkman, Lan- 
| ger, Murray and Hill). 


| Mr. Mitchell 


-| Mr. Jackson of Washington - 
Mr. oan Sa apie Sndiaata sts 
ENUNEY dotie thebeiv'egs Nae ap so othan tems eeita as oo aes | 


Mr. Magnuson (for himself, 
Messrs. Kefauver, Hum- 
phrey, Chavez, Murray, 
Langer, Douglas, Mce- 


Hill, Green, Young, Wag- 
ner, Taylor, Gillette, 
Johnston of South Caro- 
lina, and Johnson of 
| Texas). 


Mr. Neuberger (for himself, 
Messrs. Morse, Murray, 
Hill, Mansfield, Spark- 

| man, Jackson and Mag- 

nuson). 





Dts TOs oes idonmangees 


Mr. Jackson of Washington_}| 
a TS ee ee 


Grath, Pepper, Sparkman, 
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Date 


14, 1935 
Sept. 18, 1940 


Jan. 


Jan. 6, 1941 
June 23, 1941 
Aug. 14, 1941 
Nov. 19, 1941 
Apr. 2,1942 
Aug. 14, 1941 


Mar. 30, 1942 


Feb. 5, 1945 
Apr. 17, 1945 
20, 1945 


19, 1945 


Dec. 
Dec. 
June 25, 1947 


July 16, 1947 


3, 1941 | 





Jan. 3,1949 
Mar. 21, 1949 


| Apr. 14, 1949 


Feb. 
Jan. 
Apr. 
Feb. 
Jan. 


8, 1951 
14, 1953 
26, 1955 
14, 1957 
23, 1958 


- 22,1958 








Referred to— 
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Committee on Inter- 
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Committee on Com- 
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Committee on Com- 
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Committee on Public 


Works. 
Do, 


Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
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Do. 











312 BONNEVILLE PROJECT ACT AMENDMENTS OF 1958 


Mr. Journotmon. You requested in a subsequent letter, Mr. Chair- 
man, that we present here today concise statements of the 20-year 
private-utility contracts. I do not have sufficient copies of a state- 
ment on this. 

I might say, to start with, that the request that a statement on this 
subject be concise is almost impossible to comply with, because these 
are some of the most complex contracts that I have ever seen, and 
I think that almost any lawyer would have difficulty in working his 
way through them. 

I have two copies of my statement on this—and I will turn one of 
these copies over to the reporter—which is highly technical, and I 
don’t think it would serve any purpose for me to read it. 

The only thing I need to say about it, I believe, is that Bonneville 
has had a series of contracts with the major privately owned public 
utilities of the Pacific Northwest over many years. At first these 
contracts were made on the basis of an annual contract. The first 
one that I am familiar with is the contract of September 1, 1947. 

There were four such annual power sales contracts. The privately 
owned utilities to which I refer are the Mountain States Power Co., 
the Pacific Power & Light Co., Portland General Electric Co., Puget 
Sound Power & Light ‘Co., and W ashington Water Power Co. 

These contracts on an annual basis were negotiated simultaneously 
with the various utilities and the provisions were esentially the same. 
The last 1-year contract was somewhat different. 

Thereafter the proposal was made that Bonneville enter into 5- 
vear contracts. The first 5-year contract was made on October 1, 1951. 
The rates and the charges under the 5-year agreement were similar 
to those of the previous contracts. 

All of these contracts contained special applications of rates, some- 
what at a tangent from the published rates which were approved by 
the Federal Power Commission for use of all customers in the North- 
west. 

Therefore, under the provisions of our statute, which require that 
all of our rates be approved by the Federal Power Commission, Bonne- 
ville submitted each one of these contracts to the Federal Power Com- 
mission in order to have approval of the rate structure. 

The Federal Power Commission’s jurisdiction over Bonneville ex- 
tends only to its rates, nothing else in the contract except the rates. 

The Federal Power Commission approved the rate applications 
made in each of the 1-year contracts and in the 5-year contract as 
well. 

(The prepared statement referred to follows :) 





PowER SALES CONTRACTS WITH PRIVATE UTILITIES 


Commencing on September 1, 1947, and ending September 30, 1951, Bonneville 
entered into a series of four yearly power sales contracts with the private 
utilities consisting of Mountain States Power Co., Pacific Power & Light Co., 
Portland General Electric Co., Puget Sound Power & Light Co., and Washing- 
ton Water Power Co. These contracts were negotiated simultaneously with 
the various utilities and the provisions were essentially the same. The last 
1-year contract, ending on September 30, 1951, differed in some respects from 
those of previous years, particularly as follows: 

1. No firm power was guaranteed to the companies. 

2. The amounts of power which were supplied varied from month to month 
on the basis of the minimum needs of the companies. 
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3. The companies were given priority for interruptible power over industrial 
loads, up to the contract limit specified in the contracts. 

4. In all months in which there were no restrictions in supply, the com- 
panies paid under the Bonneville C-4 rate schedule. If a restriction occurred, 
billing was adjusted to reflect such restriction. 

On October 1, 1951, a 5-year contract with the utilities became effective. 
The rates and charges under the 5-year agreement were similar to that of 
the previous contract. Under this agreement, however, a schedule of priorities 
was established under which the utilities were entitled to receive firm power 
as more power became available for disposition by the Administrator. The 
schedule of priorities was as follows: 

1. (a) Requirements in excess of their own hydrogeneration, of public bodies, 
cooperatives, and Federal agencies. 

(b) Firm power requirements to supply existing commitments to industries. 

2. Up to 500,000 kilowatts of firm power to the private utilities. 

3. Seventy-thousand kilowatts for firming up interruptible power of smaller 
industrial customers. 

4. To the private utilities, the number of kilowatts of energy equal to the 
sum of all firm industrial loads of 2,500 kilowatts or more which had, in the 
interval, been added on the systems of both preference customers and private 
utilities. 

5. Additional available firm power after the above priorities were taken care 
of would be supplied 50 percent to the private utilities and 50 percent for addi- 
tional industrial loads up to 100,000 kilowatts in each year. 

The other provisions in the 5-year contracts were essentially the same as 
those of previous years. 

A 20-year power sales contract was entered into with the above private utili- 
ties commencing on September 1, 1953. Subsequently, 20-year agreements 
were entered into with the California-Pacific Utilities Co. and Montana Power 
Co., the latter of which had previously entered into a 5-year agreement with 
Bonneville. The summary of the 20-year agreement is attached. 


SUMMARY OF PRINCIPAL PROVISIONS OF NEW POWER SALES CONTRACTS BETWEEN 
BONNEVILLE POWER ADMINISTRATION AND VARIOUS PUBLIC SERVICE COMPANIES 


This summary is intended as a general guide only. Reference should be 
made to the individual contracts for any interpretations. 

1. Termination of contract: 5-year contracts are rescinded as of 12 p. m. 
on August 31, 1953. 

2. Preservation of rights of public bodies and cooperatives. 

3. Preservation of rights of industrial purchasers: Under sections 2 and 3, 
the contract cannot limit in any way any existing contracts with public bodies, 
cooperative and industrial purchasers, nor can it limit the Government's right 
to enter into contracts with public bodies and cooperatives. 

4. Term of contract : 20 years from 12 p. m. on August 31, 1953. 

5. Detinitions and explanation of Terms: (a@) The term “purchasers” in any 
contract year includes those of the following utilities which have executed the 
contract and have requested a power supply pursuant to it during such year: 
California Oregon Power Co., California-Pacific Utilities Co., Idaho Power Co., 
Montana Power Co., Mountain States Power Co., Pacific Power & Light Co., 
Portland General Electric Co., Puget Sound Power & Light Co., and the Wash- 
ington Water Power Co. 

(b) “Publie agency requirements” are the Administrator's estimate of energy 
required to supply requirements in excess of the capability of their existing 
hydrogeneration of all public bodies, cooperatives, and Federal agencies. 

(c) “Industrial requirements” are the amounts of firm power specified in the 
Industrial Requirements Schedule (exhibit ¢). This schedule lists all existing 
firm power contracts with industrial purchasers and the contract demands 
therein specified. 

(d) “Minimum energy supply” means amounts of energy specified in the cur- 
rent Minimum Energy Supply Schedule (exhibit A). (This schedule in cifect 
establishes a 5-year guaranty of the amounts of energy the Governmen, will 
make available to the purchasers during the period September 16 to Aprii 15 of 
each year.) 

(f) “Available supply of energy” is the amount of energy available for dis- 
position by the Administrator after supplying total priority requirements based 
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on minimum water conditions, but not less than the minimum energy supply, 
and with due regard to any geographical preference 

(g) “Available supply of peaking’? means the Administrator’s estimate of 
minimum demand at which the Government can supply power under this con- 
tract after meeting total priority requirements and with due regard to any 
geographical preference. 

(h) “Firm power requirements” of each purchaser means the computed de- 
mand, zero reserves, of such purchasers. 

(4) “Supply Schedule” for any year (exhibit E) shows the portion of the 
available supply of energy (col. 1) and peaking (col. 2) allocated to the pur- 
chaser, and the billing limit of the purchaser (col.3). (This schedule establishes 
a 1-year guaranty of the amounts of energy the Government will make available 
to the purchaser. It applies only to the current year. The amounts guaranteed 
to the purchasers in total cannot be less.than those specified for such year in the 
current Minimum Energy Supply Schedule.) 

(j) “Billing limit” for any month means the number of kilowatts specified in 
column 3 of the Supply Schedule. 

(k) “Schedule of Steam Generation” is part of exhibit E and allocates monthly 
among the purchasers 125,000 kilowatt-hours of fuel generated energy (the 
amount utilized annually by the five last-named utilities in section 5 (a) for 
normal peaking operations), but not more than 20 million kilowatt-hours in any 
1 month. These amounts may be increased if any of the four first-named util- 
ities in section 5 (a) become purchasers in any year. 

(1) “Total peaking resources available to the purchasers” includes all gen- 
eration, all firm contracts, except this contract, and all other resources available 
to the purchasers, including public agency steam. 

(m) “Total minimum peaking requirements of the purchasers” mean the 
total maximum monthly demand of the purchasers less their total resources as 
defined in (1) above. 

(n) “Net reduction in load’ means the loss of load resulting from the sale 
of a part or any system of the purchasers less the capability of any generating 
facilities also sold. 

(0) “Settled by arbitration as provided in section 5 (0)” means settlement as 
provided in section 32 of the General Contract Provisions (exhibit I), except 
that the purchasers shall appoint one representative to the arbitration committee. 

(p) “Contract year” means the 12 months beginning at 12 p. m. on August 31 
of each year. 

(q) “Generation Schedule’ 
of new Federal facilities. 

6. Provisions for the preference of domestic and rural consumers: Until energy 
supplies are adequate to again permit serving additional large industrial loads, 
the Administrator will not supply firm power to the purchasers for new industria] 
customers or for additional services to existing industrial customers, if such 
service will result in an increase of 10,000 kilowatts or more in what would 
otherwise be the purchaser’s firm power requirements. A similar provision 
applies to public agencies and, in both cases, the limitation does not apply if 
the purchaser concerned has acquired equivalent generating capacity of its own. 

The purpose of these restrictions is to conserve available supplies of energy 
for the benefit of domestic, rural, and small industrial consumers. 

7. Industrial power requirements and supply: An industrial requirements 
schedule (exhibit C) is established which specifies the amount of industrial 
load the Administrator may serve prior to supplying the purchasers. 

The schedule shall be changed as the result of terminations, extensions, or 
new industrial sales contracts not otherwise conflicting with the terms of the 
contract. 

Except as provided in section 18, the Government may not enter into new 
industrial contracts unless it is able to supply firm power to the purchasers as 
specified in the allocation schedule of section 17. However, this does not restrict 
the Government from: 

(a) Changing any existing industrial contract if such changes do not in- 
crease the contract demand; 

(b) Extending the term of any contract specified in the industrial require- 
ments schedule ; 

(c) Entering into a new industrial contract to carry out geographical 
preference ; 


means the then effective schedule for completion 
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(ad) Contracting with any industry in the schedule for sale of power made 
available because of a voluntary curtailment by any other industrial consumer ; 

(e) Contracting with any industrial consumer for additional energy made 
available because of storage or other special arrangements. 

The Government will not except for geographical preference, make inter- 
ruptible power available to any industrial consumers, if the Administrator 
determines this would result in the Government not having available for the 
remainder of the month the purchaser’s requirements or in the Government’s 
inability to supply for the remainder of the contract year the requirements of 
the purchasers in excess of the amount obtainable by them from the resources 
specified in section 5 (1). 

8. Minimum energy supply and generation schedules: This section establishes 
a series of minimum energy supply schedules (exhibit A) and generator schedules 
(exhibit B). The minimum energy supply schedule states the number of kilo- 
watt-hours which the Government agrees to make available to the purchasers 
during the storage periods September 16 to April 15 of each year in the contract. 
It may be changed, thereby effectuating a change in the Government's minimum 
obligation to supply the purchasers, if there are changes in— 

(a) Generator schedules: 

(b) Industrial commitments; 

(c) Service by the Government to public agencies for acquired systems; 

(d) The acquisition, by purchase or exchange, of energy by the Government; 

(e) Changes in the capability of the Federal system due to changes in require- 
ments for irrigation, navigation, flood control Or other purposes permitted by 
law; 

(f) After 5 years’ notice, that in the judgment of the Administrator a part 
of the energy previously specified is needed to satisfy requirements of preferred 
agencies. 

The generator schedule states the schedule of installation of new Federal 
facilities upon which the commitments to the utilities as made in the minimum 
energy supply schedule are based. This may be changed if the capability of the 
Federal system changes for any reason. 

9. Submission of required information: This section provides for the mechanics 
by which the supply schedule for each year is determined. It includes exact 
statements of the information to be prepared and submitted by each party to 
the contract and provides for arbitration in the event the parties are unable 
to agree. 

10. Sale of power and amount sold. 

11. Payment for power sold: Sections 10 and 11 are summarized with view 
toward facilitating an understanding of the billing methods. 

I. During years when the available firm supply is insufficient to meet re- 
quirements of purchasers : 


Supply 

Firm.—Monthly obligation of Government to supply to the purchaser guar- 
anteed amounts of energy per column 1 of supply schedule at any requested 
demand not over column 2. (Cols. 1 and 2 are portions allocated to the purchaser 
of available BPA supply of energy and peaking. Such allocation normally is 
made by the purchasers. ) 

Surplus.—Daily obligation of Government to supply to the purchaser addi- 
tional energy as available up to purchaser's requirements less— 

(1) Own hydro generation (less storage needs) ; 

(2) Firm supply under contracts: 

(3) Specified ratio of hydro purchased or obtainable by purchasers to larger 
of (a) actual purchases or (b) amount obtainable up to 214 mills; 

4. Own steam energy up to purchaser’s share under schedule of steam gen- 
eration, at any requested demand up to column 2 of supply schedule. 


Payment 


When full needs for the month are supplied’ (at all requested demands up 
to and including billing limit), the billing for power taken under the billing 
limit will be: 1/12X $17.50 billing limit. 


1 Full needs are the sum of the firm obligations and the surplus obligations of the Gov- 
ernment. Surplus obligations are, of course, contingent upon availability. 
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When full needs for the month are not supplied,’ the billing for power taken 
under the billing limit will be the sum of: 

; (1) 1/12X$17.50X minimum demand at which energy taken at demands under 
billing limit could be absorbed in load curve (load curve is total load less un- 
controlled energy *). This demand is termed “energy billing demand.” 

(2) *75 centsX (A) smallest of (i) energy billing demand (ii) billing limit 
less energy billing demand (iii) smallest restricted demand less energy billing 
demand; (B) but not less than column 2, maximum demand, from supply sched- 
ule less energy billing demand. 

Surplus at demands over billing limit: Treated as excess energy, exchange 
account delivery. 

II. During years when the available firm supply is sufficient to meet require- 
ments of purchasers : 


Supply 

Annual obligation of Government to supply to the purchaser its contract 
demand. Such contract demand is as follows: 

(a) During years when, by prior notice, the Administrator has specified that 
the purchaser’s computed demands will be supplied for 4 successive years, the 
contract demand shall be the purchaser’s largest 12-month measured or com- 
puted demand or 80 percent of the largest contract demand during the pre- 
ceding 5-year period. 

(b) For years when the Government can supply the computed demands, zero 
reserves, of the purchasers, the contract demand shall be the purchaser's com- 
puted demand, zero reserves. 

Contract demand may be reduced by new generation added by the purchaser 
or loss of load to public agencies. 


Payment 

Until December 20, 1954, C-4 rate, based on contract demand, except that 
if no contract demand is in effect in previous year, prior demands will be dis- 
regarded, after this date, at available applicable rate schedule. 

In addition to the amounts mentioned above, a diversity charge of $0.—' per 
kilowatt of billing demand for energy and peaking, or contract demand, is estab- 
lished. The amount of this diversity charge may be changed as appropriate. 
A diversity charge is necessary because of the impracticability of billing the 
utilities on a “per point of delivery basis” due to the complexity of the power 
flows. 

12. Power factor: This is a general provision establishing the intent of the 
purchaser to take delivery at an average power factor of 0.85 or more. 

13. General provisions: The general contract provisions (GCP form POU-S8) 
are made a part of this contract (exhibit 1), except for sections on “new rates” 
and “equitable adjustment of rates.” 

14. Resale rate regulation: The Administrator may cancel the contract on 4 
years’ notice if he feels that the purchaser’s rates are unreasonable and dis- 
criminatory, but the Administrator’s finding is subject to court review. 

15. Resale to other utilities: The purchaser may sell excess power to other 
utilities under customary “valley power” provisions. 

16. Joint studies and negotiations: Subsection (a) provides for joint studies 
for load estimating and system planning. Subsection (b) provides for renego- 
tiation in the event of promulgation or amendment of any statutes or orders 
applicable to this contract. Subsection (c) provides for renegotiation to give 


1Full needs are the sum of the firm obligations and the surplus obligations of the Gov- 
ernment. Surplus obligations are, of course, contingent upon availability. 

2Uncontrolled energy, which is subtracted from the purchaser's total load in the 
determination of the energy billing demand, is the sum of: 

Purchaser’s own generation from streamflows which would otherwise be wasted. 

Purchaser’s generation from own storage which would otherwise be wasted. 

Purchaser’s generation from own storage in other reservoirs which would otherwise be 
wasted. 

Purchaser’s generation from spinning reserve. 

Deliveries to purchaser by Government pursuant to transfer agreements 

8 Explanatory note: (a) Applies when energy billing demand is less than 50 percent of 
billing limit: (b) Applies when energy billing demand is more than 50 percent of billing 
limit. Result is that peaking demand cannot exceed 50 percent of billing limit. (¢) 
Applies as a further reduction of (b) by substituting the smallest restricted demand for 
the billing limit when BPA has not been able to deliver at demands up to billing limit 
as requested. 

* This charge varies with the individual purchaser. 
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the purchaser the benefit of any more favorable terms and conditions contained 
in any other contract hereafter executed by BPA. 

17. Allocation of available power: The purchasers have priority to the first 
500,000 kilowatts of firm power which remain after public agency, existing in- 
dustrial, and other miscellaneous requirements are supplied. Industries then 
have priority to the next 70,000 kilowatts of firm power. Next, the purchasers 
have priority to 1 million kilowatts of firm power, giving them a total priority 
of 1,500,000 kilowatts of firm power. 

It is also the intention of the Administrator to allocate equitably between 
industries and the purchasers the amount of power remaining available in 
excess of public agency requirements, power supplied to industries under exist- 
ing commitments, plus 70,000 kilowatts additional, 1,500,000 kilowatts of firm 
power supplied to the purchasers, and power supplied under miscellaneous 
contracts. 

18. Sale of power not required by purchaser: This contract does not limit the 
Government’s right to sell on a firm basis any power made available to the 
purchasers under the contract which they do not agree to purchase. 

19. Approval of contract: This contract is not binding until approved by the 
Secretary of the Interior and the Federal Power Commission. 

Mr. Jourormon. That brings us up now te the 20-year contracts 
which you specifically asked about, and those are the contracts which 
are presently in effect with these same utilities except for the fact that 
Mountain States Utilities has now been merged with Pacific Power 
& Light, and 1 or 2 other utilities have made similar contracts, smaller 
utilities in the Northwest. 

The start of negotiations on the 20-year private utility contracts, 
so far as our records disclose, was in March 1953. At which time the 
Portland General Electric Co. approached Dr. Raver, the Adminis- 
trator, and requested conversations with a view to a longer-term con- 
tract than the 5-year contracts then in force. 

Accordingly, during the spring and summer of 1953, negotiations 
were held, partly in Portland, partly in Washington, and the 20-year 
contracts were prepared, 

A great deal of the language, a great many of the provisions of the 
20-year contracts, are taken almost verbatim out of the 5-year con- 
tracts. But at the same time there are many other provisions in 
the contracts which made very important changes in the contracts. 

I think the best thing for me to do now is to file a copy of one of 
these contracts. I have the copy of the 20-year contract with me. 

I will file for the record the power sales contract. which was exe- 
cuted October 12, 1953, with Pacifie Power & Light Co. It is typical 
of the five contracts under which the power is sold to the major 
privately owned utilities in the Northwest who are members of the 
Northwest Power Pool. The power is sold under this form of con- 
tract under a special rate application on a monthly scheduled basis 
during years when the Administration cannot guarantee the firm 
power requirements of the purchasers. 

If the administration can guarantee 1-year firm requirements of 
the utilities as a group, under the C-4 rate schedule, a contract 
demand for the year is set and applied as one of the billing factors 
of the rate. 

That is an intermediate step toward the full rate application. If 
the Administrator is in position in any of these years to guarantee 
the firm power requirements for at least 4 years, the full provisions of 
the C-4 rate are applied and the contract demand is stipulated as 
the largest measured or computed demand for the most recent 12- 
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month period or 80 percent of the largest contract demand so calcu- 
lated over the past 5 years. 

Here is the power sales contract to which I refer. 

(Exhibit D was submitted for the record by reference.) 

Mr. Jourotmon. There is attached to my statement a 12-page ana- 
lytical statement of what the contract does. Although I think I 
know the contract as well as a lawyer can, if you ask me any cross- 
examination questions I shall refer them to Mr. Goldhammer, be- 
cause it takes a technical man, really, to understand that. 

Senator Neuvpercer. I would say it takes a technical man to ask the 
questions as well as answer them, and I don’t know whether I can 
ask any technical questions about that, Mr. Jourolmon. But the 
material you have provided is very useful for the record. 

Mr. Jourotmon. A study was made by Ford, Bacon, and Davis 
about our entire rate structure in 1955, and Ford, Bacon, and Davis, 
in the course of the complete presentation which it made, a complete 
report, made a statement on the 20-year contracts, which is couched 
in layman’s terms a great deal more than the statement that I have 
already filed. 

I had proposed to give you that statement, because of the fact that 
you might feel that I should make the entire report available. I am 
glad to do this, to make this report available, which is a report on all 
of our rates, and present it to the committee. But I have also the ex- 
cerpted chapter on the 20-year contracts which is more convenient for 
your record, I believe. 

Senator Neusercer. I would suggest that the excerpted chapter be 
printed in the record and the Ford, Bacon & Davis report in full 
be included in the hearing record by reference only. 

If the reporter will do that I think that that will be sufficient. The 
full report will be kept for the files of the committee but will be in- 
cluded only by reference and description. 

(The excerpted chapter referred to follows :) 


[From report of Ford, Bacon & Davis, engineers, on subject: Rate Structure of Bonneville 
Power Administration, dated November 1, 1955] 


PRIVATELY OWNED UTILITIES ON 20-YEAR BPA ContTRACT 


In the fall of 1953, BPA entered into new contracts with certain privately 
owned utility companies. Although individual agreements were made with each 
of the companies, the pattern is the same for all of the companies; in fact, each 
contract contains numerous references to the ‘‘purchasers,” which is defined as 
those of the following utilities which have actually executed the contract and 
requested a power supply pursuant to it: 


California Oregon Power Co. 
California-Pacific Utilities Co. 
Idaho Power Co. 

Montana Power Co. 

Pacific Power & Light Co. 
Portland General Electric Co. 
Puget Sound Power & Light Co. 
The Washington Water Power Co. 


ne 
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The second-named company and the last 4 companies listed above have signed 
the 20-year contract and are receiving service thereunder, and the engineers 
were informed that Montana Power Co. is currently negotiating a 20-year 
contract with BPA. 

In each case the contract specifies service for 20 years beginning at midnight 
September 1, 1953. <A large part of the text of each contract is devoted to 
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specifying the relative priorities of supply of the privately owned utilities in 
relation to BPA’s supply to its other customers. Without going into the details, 
which are very lengthy, the contract provides that all preference customers, the 
particular industries listed in the industrial requirements schedule (to which 
reference was made at p. 132 of the text of this report) and customers with 
whom BPA has entered into certain types of specialized agreements covering 
storage, exchange, transfer, and similar arrangements have priority over the 
privately owned utility companies in receiving firm power and energy from BPA. 
A somewhat different priority is incorporated in the contract for various classes 
of secondary energy. In general, the above-mentioned types of specialized 
agreements (all of which, in effect, call for some class of secondary energy) 
have first priority ; second priority is presently accorded to the privately owned 
utility companies who have signed the 20-year contract; third priority to indus- 
tries for interruptible; and fourth priority to Idaho Power Co. for provisional 
energy. The priority, which the privatelly owned utilities are accorded under 
the 20-year contract, to receive secondary energy ahead of interruptible power 
supplied to industries is a purely relative one. There is nothing in the 20-year 
contract which prohibits BPA from entering at any time into agreements with 
one or more preference customers for the supplying of secondary energy. If 
BPA were to do this, the privately owned utilities’ priority to secondary energy 
would immediately be relegated to an inferior position. 

The priorities to BPA’s firm power which are set out in the 20-year agreements 
are stated separately for industries and for public agencies. Supply to the 
industries was initially set forth in industrial requirements schedule No. 2, which 
was the schedule in effect at the time the 20-year agreements were signed. 
Schedule No. 2 has since been superseded by schedule No. 3, dated August 4, 1955. 
Provision is made for a new industrial requirements schedule from time to time 
whenever an industrial customer’s contract (specified in the schedule) termi- 
nates, or whenever a change in an industrial customer’s demand for firm power is 
changed in accordance with the terms of his contract. In addition, a new 
industrial requirements schedule may be substituted for the previous one by 
BPA, to cover the sale of firm power to an industrial customer if the contract 
of sale is not in conflict with the terms of the industrial requirements schedule. 
BPA also reserved the right to extend the term of any contract specified in the 
requirements schedule, either by amending it, supplementing it, or replacing it 
with a new contract for an additional term of years. 

The priority accorded to preference customers by the 20-year contract is im- 
plemented by two separate provisions, the first of which is BPA’s obligation to 
supply their requirements. These are referred to in the contract as public- 
agency requirements, the text of which was quoted at page 186 (see attachment 
A) of the report and which has already been discussed in part. In further 
recognition of the preference granted by law to the domestic and rural customers, 
BPA binds itself by the second type of provision in the 20-year agreement not 
to supply firm power to any utility under the 20-year contract for new industrial 
customers or for additional service to existing industrial customers, if such serv- 
ice will result in an increase of 10,000 kilowatts or more in what would otherwise 
be the privately owned utility’s firm-power requirements. 

These restrictions are not to apply if BPA’s hydroelectric energy again becomes 
adequate to supply new industrial loads, and do not apply to a privately owned 
utility company taking service under the contract if the utility has constructed, 
installed, acquired, or contracted for additional generating capacity adequate to 
supply the new industrial loads. In furtherance of the same concept, BPA binds 
itself, in making estimates of public-agency requirements for the purpose of 
establishing or revising the minimum energy-supply schedule, not to include firm 
power for service by any public agency to any industrial customer not being 
served on the date the 20-vear agreement became effective, or for additional 
service to an industrial customer being served at that time if such service is 
reascnably expected to result within a period of any 1 year in an increase of 
10,000 kilowatts or more in what would otherwise be the largest contract demand 
or largest measured demand of the public agency. Exceptions to this restriction 
are specified in case the public agency has constructed, installed, or acquired 
additional generating facilities capable of supplying the additional industrial 
load, and, in case BPA has given 5 years’ written notice to a utility company 
receiving service under the 20-year contract that, in BPA’s judgment, a part of 
the energy purchased under the 20-year contract is likely to be needed for such 
service to public agencies. 
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It is, perhaps, worth noting that there are possible loopholes in the combina- 
tion of (a) the specification that public-agency requirements shall be the amount 
of energy needed to supply requirements of such agencies in excess of the capa- 
bility of their own hydroelectric generating facilities in operation at September 
1, 1953, and of (b) the above-described limitations on BPA’s rendering service 
to a public agency for an industrial customer. Thus, BPA may allow a public 
agency to begin serving an industrial customer after the lapse of 5 years’ time 
simply by giving written notice to the privately owned utility companies under 
the 20-year agreement. Another such possible loophole is that a preference 
customer may construct or acquire additional hydroelectric generating capability 
in excess of that which he had on September 1, 1953, devote the entire capability 
to supplying a new industrial customer or customers, and, either by notifying 
BPA of intention to withdraw annually (beginning with the fifth year) an 
amount just a little less than 10 megawatts or merely by reflecting such a pro- 
cedure in its load estimates given to BPA, and thereby evade the apparent restric- 
tion. 

A large part of the 20-year contract is devoted to specifying the amount of 
power and energy which BPA agrees to supply to the group of customers under 
the contract, the rules governing the determination of such supply, the allocation 
of total BPA supply among all the then signatories to the contracts, and the 
basis of payments to BPA. The language of the contracts is extremely complex 
and very difficult to simplify, but, with numerous normally minor details omitted, 
the procedures can be generally summarized as follows: 

After study and analysis of expected future loads and of expected Federal 
system hydro capabilities, BPA prepares the above-mentioned minimum energy 
supply schedule and submits copies to the signatories under the 20-year agree- 
ments. This schedule states the number of kilowatt-hours which BPA agrees 
to make available to the private companies collectively during the storage period 
(September 16 to April 15) of each year in the contract. The schedule amounts 
to a 5-year guaranty of the number of kilowatt-hours which BPA will make 
available and thus sets a minimum for each year of the 5 except that the 
schedule is subject to change if there are changes in (a) generator schedules, 
(6) industrial commitments, (c) service by BPA to public agencies for acquired 
systems, (d@) acquisition (by purchase or exchange) of energy by BPA, (e) 
changes in the capability of the Federal system as permitted by law, and (f) 
after 5 years’ notice by BPA that a part of the energy previously specified is 
needed to satisfy requirements of preferred agencies. The minimum energy 
supply schedule may be revised annually or oftener, but is usually revised only 
annually and submitted to the companies about August 15 of each year. The 
minimum energy supply schedule originally attached to the 20-year agreements 
indicated that BPA would have no energy to supply after fiscal year 1964, but 
additional capability of the Federal system and changes in loads have subse- 
quently extended the time by about 1 year, so that the current minimum energy 
supply schedule shows no supply available for the privately owned utility com- 
panies after June 20, 1965. 

Each year during the term of the agreements a second schedule is drawn up 
by BPA and submitted to the signatory companies. This is known as the avail- 
able supply schedule and covers only a period of 12 months beginning with the 
following September 1. The schedule must be submitted to the privately owned 
utilities at least 120 days prior to September 1. It shows the amounts which 
BPA expects to have available each month during the 12 months’ period Septem- 
ber 1 through August 31. The available supply schedule shows the following 
items: 

(1) BPA’s system resources in terms of peaking and energy at the Federal 
hydroelectric plants, based on the latest revised schedule of generator in- 
stallations. Peaking capabilities shown are the minimum during each 
month. Expected outages for scheduled maintenance and Grand Coulee 
pumping requirements are deducted. The effects of storage releases, such 
as at Kootenay Lake, are included. 

(2) BPA’s own system load, which is the sum of (a) firm loads of non- 
generating customers, (0) requirements of generating public agency custom- 
ers (except Seattle and Tacoma) after use of their hydro capabilities only, 
and (c) BPA’s total system losses calculated on a critical year basis. 

(3) Other commitments. This item consists of BPA firm obligations and 
exchange energy obligations to Seattle and Tacoma, based on the require- 
ments of the two cities after use of their hydroelectric capacity only. In 
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addition, it includes such other commitments as BPA may have at the time. 
For fiscal 1956 only two such additional items are shown; namely, 
(a) peak commitment of 50 megawatts to Montana Power Co., and 
(b) BPA’s commitment to the Washington Water Power Co. under 
the so-called Little Falls settlement agreement. 

(4) The amount of peaking megawatts remaining after deducting the 
subtotal of items (2) and (3) from item (1). 

(5) A reserve for contingencies. 

(6) The number of megawatts available for peaking supply to the pri- 
vately owned utility companies, which is the amount remaining after de- 
ducting item (5) from item (4). 

The available supply schedule also shows six additional items, each corre- 
sponding to its appropriate number in the above list but showing average loads 
and average resources instead of peaking. 

The 20-year contracts further specify that on the same date BPA submits the 
available supply schedule it shall also submit to the privately owned companies 
BPA’s estimate of what each company’s computed demand would be with zero 
percent reserve, but this particular item is currently not submitted since there 
is little likelihood of BPA’s being able to supply the full computed demand 
requirements, zero percent reserve, of the companies. The signatories to the 20- 
year contract are required to notify BPA on the same date (as when BPA sub- 
mits the available supply schedule to the companies) of their minimum peaking 
requirements. These are the peaking requirements after use of 100 percent of 
resources available to each company. No reserve is deducted, hence the name 
of minimum peaking requirements. 

The principal differences between the minimum energy supply schedule and 
the available supply schedule for the particular year are that (1) except as it 
reflects the effects of items (a) through (f) on page 235, the available supply 
schedule cannot specify an amount of energy over the storage season less than 
that specified in the long-term minimum supply schedule; (2) the available sup- 
ply schedule specifies the amounts of BPA peaking and energy which are ex- 
pected to be available by months, rather than a single minimum figure for 
average energy during the storage season; and (3) the available supply sched- 
ule takes into account additional amounts of peaking and energy expected to be 
available during the coming year, but which may not be available throughout all 
vears covered by the minimum energy supply schedule. The last mentioned of 
the above generally represents amounts of peaking and energy which are avail- 
able to the region as a whole—and therefore in effect available first to the 
privately owned utility companies as a group and thereafter to the industrial 
customers for interruptible supply—because some public agency customer of 
BPA has constructed or acquired additional generating capacity whose output 
he had expected to sell under contract but for which he actually does not fore- 
see a sale during the period covered by the available supply schedule, and who 
therefore has an excess of generating capability over and above his own previ- 
ously committed loads. 

After BPA has submitted the available supply schedule to the privately owned 
utility companies as a group, the companies get together and decide how the 
total peaking and total energy available can be most economically apportioned 
among themselves. Since these companies operate within the framework of 
an intercompany pool (commonly called ICP) which has its own schedule of 
charges and credits, the process of deciding on the most economical allocation 
of the BPA totals of peaking and energy is usually not a simple one. The com- 
panies cannot allocate among themselves more energy or more peaking in total 
than the amounts shown in the available supply schedule. When it is feasible 
the companies usually attempt to take the available BPA energy, at least to 
the extent they require the total and can use it under their load curves, at as 
high a monthly load factor as possible—usually 100 percent. However, they are 
not obligated to do this and may elect to take the amount of energy shown in 
the available supply schedule at less than 100 percent load factor in any or all 
months, provided BPA has sufficient peaking available. If they exercise this 
option their payments, as described below, then become higher ; but on the other 
hand, if they choose that course and BPA has better than critical water condi- 
tions, the companies may then take the entire amount of peaking they have 
allocated at load factors up to 100 percent, subject to BPA’s having the necessary 
energy available. In making their allocation among themselves, the companies 
are free to do as they see fit, except that the totals allocated must not exceed 
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the amounts shown in the available supply schedule, and further, except that 
their aggregate minimum peaking requirements in any month may not be less 
than 60 percent of the maximum value of their combined minimum peaking 
requirement in the year. 

After the companies have signified the manner in which they desire to have 
the available supply of BPA peaking and energy allocated among themselves, 
BPA makes up a final schedule known as the supply schedule for the current 
year. This schedule applies to each company individually and shows three col- 
umns. In the first column is the amount of the available BPA energy for each 
month which has been allocated to the particular utility company; in the second 
column is the amount of BPA peaking which has been allocated to the partic 
ular company; and in the third column is shown the billing limit, which is usu- 
ally the number of kilowatts equal to the amount of peaking allocated in the 
month, but may be as much as the customer’s minimum peaking requirements 
for the month after use of 100 percent of available resources if such minimum 
peaking requirement is higher than the amount of available MPA peaking 
allocated. 

When these schedules have been accepted by the companies, they become the 
basis for determining the amounts which the companies will pay for the peak- 
ing and energy which BPA has agreed to suppiy for the forthcoming year. The 
terms of payment are most easily summarized if a distinction is made between 
years when BPA’s available firm supply is insufficient to meet the requirements 
of the companies collectively, and years when HPA’s available firm supply is 
adequate to meet the full firm requirements of all the signatories to the 20-year 
contract. In turn, it is convenient to distinguish two subgroups within each 1 
of these 2 groups. The first two subgroups apply when BPA’s available supply 
of firm energy is insufficient to meet the aggregate requirements of the com- 
panies. In months when BPA is able to meet the full needs for the month, 
even though it is unable to meet the full needs for the entire year, the customer 
pays one-twelfth of $17.50 per kilowatt per month for each kilowatt of power 
and energy taken at all requested demands up to and including the billing limit 
(the amount specified in the third column of the supply schedule). 

In a year when BPA is unable to meet the full needs of the companies and is 
further unable to meet the full needs for a particular month, then the customer's 
bill for such month is the sum of 2 separate charges, the first of which consists 
of a payment of one-twelfth of $17.50 per kilowatt of his “energy billing demand,” 
and the second of which is described in the next paragraph. ‘Energy billing 
demand” may be described as the minimum rate at which energy taken by the 
privately owned utility at demands under the billing limit could be absorbed under 
its load curve. The “load curve” is defined as total load, less uncontrolled energy 
as reported to BPA by the customer within 10 days after the end of each month 
during which deliveries are restricted. The total uncontrolled energy must he 
reported for each hour separately and is the sum of 

(1) The company’s own hydroelectric generation from streamflows which 
would otherwise be wasted ; 

(2) The kilowatt-hours generated by the company’s facilities from storage 
water, withdrawn from the company’s reservoirs, which it is estimated would 
otherwise be wasted; 

(3) Similar kilowatt-hours delivered to the company which have been 
generated by other suppliers by using water owned by the company anc which 
is in the storage reservoirs of such other suppliers and which it is estimated 
would otherwise be wasted ; 

(4) The amount of energy generated by the company’s steam-generating 
facilities operated for supply of spinning reserve: 

(5) Any energy delivered to the company pursuant to firm purchase obli- 
gations other than those contained in the 20-year contract; and 

(6) Any energy delivered to the company by BPA to replace energy de- 
livered by the company for BPA’s account. 

The second component of the customer’s bill for such month is an amount de- 
termined by applying a charge of 75 cents a kilowatt to a number of kilowatts 
which in no event is less than the number of kilowatts shown in column 2 of the 
supply schedule less the energy billing demand, but within that limitation is 
otherwise the smallest of (a) the energy billing demand, (b) the billing limit 
less the energy billing demand, or (c) the smallest restricted demand during the 
month less the energy billing demand. 

It was mentioned above that two conditions must likewise be distinguished 
when BPA can meet the full firm requirements of the privately owned utilities. 
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The first occurs when and if BPA is able to supply the total estimated firm power 
requirements of the companies for the ensuing contract year only, with the firm 
power requirements calculated on the basis of 100-percent use of all resources 
and with no allowance deducted for reserve generating capacity. If that hap- 
pens, no supply Schedule is prepared for that year and the estimated firm power 
requirements of each privately owned utility for each month become the basis for 
figuring each company’s contract demand during the year. In such an event the 
billing, which is under the C rate, becomes subject to the regular ratcheting pro- 
visions of that rate. The other condition occurs when and if BPA estimates 
that for at least 4 successive contract years it will be able to supply the full firm 
requirements, on a strict computed demand basis, of all of the companies then 
signatories of the 20-year contract. In this latter case the full firm requirements 
of the companies are calculated in accordance with the previously mentioned 
rules applicable to the computed demand basis; that is, after reducing the gross 
effective capabilities by allowances for reserve generating capacity. The amount 
to be deducted for such reserve capacity is left open in the 20-year contracts, and 
the language of the agreements makes provision for negotiations between BPA 
and representatives of the privately owned utilities looking toward a definite al- 
lowance. Under this second contract, the contract demand of each individual 
utility company becomes the largest of (a) the maximum measured (or sched- 
uled) demand during the year, (0) the largest computed demand during the year, 
or (c) 80 percent of the largest contract demand during the preceding 5 contract 
years. 

In addition to covering supply of firm power nad energy to the privately 
owned utility companies, the 20-year agreement contains additional provisions 
pertaining to supply of exchange energy on a daily basis. The rules governing 
this are fully as complicated as those governing firm power and energy. Subject 
to the availability of the necessary energy, BPA agrees to supply each day to 
each of the privately owned utility companies under the 20-year agreement ad- 
ditional energy, at any requested demand not in excess of the maximum demand 
specified in column 2 of the supply schedule, in an amount up to the individual 
company’s full daily requirements less the sum of the following: 

(1) The kilowatt-hours of energy which could be generated under pre- 
yailing water conditions by the company’s hydroelectric generating facilities, 
taking into account storage of water necessary for load protection ; 

(2) Total firm supply available to the company under all contracts, in- 
cluding the 20-year contract with BPA, any other contracts with BPA, and 
contracts with parties other than BPA; 

(3) The number of kilowatt-hours obtained by multiplying the ratio of 
the individual company’s billing limit to the total billing limits of all the 
companies then purchasing under the 20-year agreement, by the larger of 
(a) all additional hydroelectric energy acquired by the company from 
others, or (b) all additional hydroelectric energy obtainable by the com- 
panies from others at a cost not in excess of 2.5 mills per kilowatt-hour ; 
and 

(4) The individual company’s share for that day, as specified by BPA 
but not in an amount exceeding the capability of the company’s steam- 
electric plants, of the number of kilowatt-hours of steam generation for 
that month as specified in the schedule of steam generation for the 
applicable year. 

The amounts of daily surplus energy may be taken at demands in excess of 
the billing limit without payment of any additional demand charge, the energy 
itself being treated as excess energy and accounted for on an exchange basis 
The net balance in the exchange account at the end of the contract year is billed 
by BPA at the 2.5 mills per kilowatt-hour rate specified in the H-8 schedule. 
The entire amount taken by all of the companies collectively is billed by BPA 
to the Washington Water Power Co., under an arrangement whereby the latter 
apportions the total among the members of the intercompany pool. 

The schedule of steam generation mentioned above is made up once a year 
and handled in much the same way as the available supply schedule. ‘The 
schedule specifies a minimum amount of steam generation for the group of com- 
panies as a whole, setting forth specified amounts to be generated each month 
up to an agreed total which, at the present time, is not more than 20 million 
kilowatt-hours in any month and a total of 125 million kilowatt-hours per con- 
tract year. 

In addition to the above-described charges for firm power and energy and 
exchange energy, the 20-year contracts specify a small additional charge for 
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diversity. The charge is on a per kilowatt basis and its amount varies with 
the individual company and may be changed from time to time as appropriate. 
The contracts state that such a diversity charge is necessary because of the 
impracticability of billing the privately owned companies on the basis of de- 
liveries at individual delivery points, due to the complexity of the power flows. 

Although the 20-year contracts contain many other provisions, only a few 
of the more important will be mentioned before concluding this description. 
The agreements do not specify any definite percentage for power factor, but 
state that each company will use due diligence in supplying its own reactive 
power requirements. It is assumed for billing purposes that the energy is de- 
livered to the companies at an average power factor of 85 percent lagging or 
better. The assumption is a practical necessity because of the difficulty of 
} measuring the actual power factor at which energy is delivered at the many 
points of interconnection between the systems of the various companies and 
BPA’s transmission grid. Another provision in the contracts authorizes the 
Administrator to cancel the 20-year contract with any particular company, 
after giving 4 years’ notice, if he feels that the company’s resale rates are un- 
reasonable and discriminatory. However, the agreements provide that the 
Administrator’s finding in this respect shall be subject to court review. The 
contracts all contain identically worded clauses covering resale to other 
utilities—the same “valley power” provision which was described at page 213 
(see attachment B) of the report. 

The agreements include some further provisions dealing with priorities, which 
have not been previously mentioned because they pertain largely to situations 
which do not exist now but which may arise in future years. In effect, the 
contracts specify that the privately owned utility companies collectively shall 
have priority to the first 500,000 kilowatts of firm power remaining after BPA 
supplies the requirements of public agencies and such industries as are specified 
in the industrial requirements schedule plus certain miscellaneous require- 
ments of a minor nature. Thereafter industrial customers have priority to 
an additional 70,000 kilowatts of firm power, after which the privately owned 
utilities have a further priority to the next 1 million kilowatts of firm power. 
The contracts state that BPA shall not be required to supply the collective needs 
of the companies in excess of the aggregate of this 1,500,000 kilowatts of firm 
power; but they further specify that, after BPA has satisfied the full require- 
ments of public agencies and has met the above stated additional requirements 
totaling 1,570,000 kilowatts of firm power, it is the intention of BPA to allocate 
any remaining power to industries and to the privately owned utility companies 
on an equitable basis. 

The wording of subparagraph (4) on page 244 indicates that BPA has the 

right to specify the daily proportion of each month’s scheduled steam generation 

| by the group of privately owned utilities. The right, however, is not actually 
exercised as a routine matter; it is incorporated in the contracts principally so 
that BPA can control the amount of steam-generated energy billed to industrial 
customers for interruptible service. There are two reasons why such control is 
desirable from BPA’s standpoint. The first is that the practicalities of opera- 
tion of the interconnected system require making the assumption that any 
steam generation in excess of that specified in the schedule of steam generation 
is for the benefit of the industrial interruptible customers. 

BPA therefore desires to keep itself informed of the situation each day during 
periods when there is any possibility that additional steam-generated energy 
may be required, so that it may notify the interruptible customers that they 
will either have to pay for the steam-generated energy or curtail their use. The 
second reason for BPA’s desiring to control the steam-generated energy is 
indicated by the factor, mentioned in subparagraph (1) on page 14, “storage of 
water necessary for load protection.” Storage of unnecessarily large amounts 

: of water has the direct effect of increasing the amount of steam-generated 
t energy, and could therefore lead to imposition of an additional charge to the 
interruptible customer. Fortunately, the matter tends to take care of itself 
since economic factors limit, and rather severely, the possibility of storage of 
unduly large amounts of water for load protection. 

The fact mentioned above—namely, that under present circumstances any 
steam generation in excess of that specified in the schedule of steam genera- 
tion becomes automatically a charge against the industrial interruptible cus- 
tomers—makes the schedule a very important factor affecting operating costs 
of the privately owned utility companies and the industrial interruptible cus- 
if tomers, taken collectively. The 20-year contracts specify that the schedule of 
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steam generation is a fixed amount of 125 million kilowatt-hours annually, with 
not more than 20 million kilowatt-hours in any 1 month. It may not be changed 
throughout the life of the 20-year agreements. Furthermore, the amounts of 
BPA power and energy available for the privately owned utilities which are 
shown in the annual revisions of the supply schedule are calculated on the 
basis of the companies’ use, under approximately median-month-year water con- 
ditions, of only the amounts of steam-generated energy specified in the schedule. 

It follows, therefore, that the practical effect of the arrangement is to cause 
the industrial interruptible customers to absorb the extra cost of all steam- 
generated energy, in excess of the amounts named in the schedule, which may 
be required if they wish to continue the portion of their operations which would 
otherwise have been supplied by interruptible energy. In other words, under 
the circumstances existing at the time this report was written, a high percent- 
age of the excess costs of steam generation would automatically fall upon the 
industrial interruptible customers rather than upon the privately owned utility 
customers if the industries chose to continue full operation after BPA had noti- 
fied them interruptible would no longer be available. Of course, the interrupt- 
ible customers have the privilege of reducing their operations so as not to use the 
steam; or those who have executed Hungry Horse provisional energy agreements 
with BPA may, at least to the extent of an aggregate of 500 million kilowatt- 
hours, take a chance on avoiding the use of steam-electric energy when inter- 
ruptible would otherwise not be available. However, the present situation is far 
from being a permanent one, let alone one which may endure for even a few 
years more. As the amounts of power and energy which BPA has available for 
supply to the privately owned utility companies and to the interruptible cus- 
tomers decrease in the next few years, interruptible supply will of course be cut 
off first and under median-month streamflow conditions will have to absorb the 
cost of all steam-generated energy in excess of the amount specified in the 
minimum supply schedule virtually every month (assuming, of course, that they 
found it profitable not to reduce operations). This would continue for only a 
year or two, until the amount available from BPA would be barely sufficient to 
supply the requirements of the privately owned utility companies even when 
their resources had been supplemented by all available steam-electric energy in 
the region, not just merely the amount stipulated in the schedule of steam 
generation. When this happens the privately owned utility companies will again 
be forced to absorb the total cost of all steam-generated energy—not merely the 
cost of their own, but that of the public preference-generating customers as well. 

Three other features of the schedule of steam generation are of interest. 
First, the amounts specified in the schedule need not be generated if streamflows 
are sufficiently good. Second, the obligation to generate the annual total speci- 
fied in the schedule is not cumulative; in other words, if streamflow conditions 
do not require generation of specified amounts during any month, the obligation 
for remaining months is limited to the aggregate specified in the schedule for 
those remaining months, not to the annual total. Third, the total for each 
month which is specified in the schedules for the group as a whole is controlling, 
not the amounts of that total which are allocated to the individual companies. 
If scheduled maintenance, forced outage, or availability of cheaper supply make 
it advantageous to the companies to reduce the generation specified in the sched- 
ule for any particular company, they may do so provided that they still meet the 
total generation required by the schedule. 

It will be recalled that BPA’s available supply schedule includes a reserve for 
contingencies on both peaking and energy. The effect of this is to reduce the 
balance available to the privately owned utilities as firm power over the storage 
season. However, it does not necessarily reduce the total amount of power 
available during the storage season since the contingencies may not actually 
develop during the contract year. The financial effects of this are more impor- 
tant than the operating effects. Reference to page 2 of table 8 shows that the 
estimated average price per kilowatt-hour of all interruptible energy which BPA 
expects to sell to industries in fiscal 1956 is about 2.04 mills, whereas the esti- 
mated average price of exchange energy sold to the privately owned utilities is 
put at 2.50 mills per kilowatt-hour. It is obvious, therefore, that to the extent 
BPA is unduly conservative in its estimates of the amount of firm power avail- 
able for sale to the privately owned utility companies, it stands to gain the 
difference of about 0.46 mill per kilowatt-hour on every kilowatt-hour which 
streamflows in excess of critical flows produce and which the privately owned 
utilities can use under their loads. 
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ATTACHMENT A 


BPA maintains that a preference customer cannot be absolutely certain of 
obtaining the dump energy represented by steam replacement kilowatt-hours, 
and falls back on the language of the contract between the customer and itself 
to support the assertion. The matter would involve a fine point of interpreta- 
tion if BPA ever attempted to force a preference customer to run his own steam 
or diesel for his own load, while continuing to supply secondary energy to a 
privately owned utility. The contracts between BPA and its preference custo- 
mers who are actually on the computed demand basis are, it is true, so worded 
as to give BPA the right to call upon the preference customer to generate what 
would otherwise be his BPA dump (or exchange) requirements, both peak and 
energy. The situation remained that way until the execution of the 20-year 
contracts with the privately owned utilities in 1953, when a significant change 
occurred. In those contracts, dated September 15, 1953, there is a clause en- 
titled “public agency requirements” which reads as follows: 

“The term ‘public agency requirements’ for any period in the term hereof 
shall mean the amount of electric energy, as estimated by the Administrator, 
which reasonably will be required to supply the requirements in excess of the 
capability of their own hydroelectric generating facilities in operation at the 
time this contract is executed of all public bodies, cooperatives, and Federal 
agencies to be supplied by the Government during such period, either directly 
over the Government’s facilities or by transfer over other facilities.” [Emphasis 
supplied. ] 

In order to understand the application and the meaning of the above language 
it is necessary to take into account certain other provisions of the 20-year con- 
tracts. In particular, it is necessary to know that where the term “total priority 
requirements” is used in the 20-year contract, it is defined as consisting of the 
sum of two components, the first (and much more important) of which is 
“public agency and industrial requirements during such period.” 

A second provision of the same contract which must be taken into considera- 
tion in this respect is the definition of the term “available supply of energy.” 
This is defined as the number of kilowatt-hours of energy, not less than the 
minimum energy supply for the given period, available for BPA’s disposition 
during the period, under water conditions equal to those of the critical storage 
drawdown period, after supplying total priority requirements during such period. 
A similar definition of “available supply of peaking” is incorporated in the 
agreements. The effect of the combined language of these provisions is as 
follows. The “available supply” (of energy and of peaking) become the amount 
available each year for use by the privately owned utilities under the 20-year 
contract. It is the amount left over after supplying the “total priority require- 
ments” of public agency and industrial customers and certain other obligations 
of BPA which are normally negligible in the overall picture. Consequently, it 
follows that the language referring to the requirements of public agencies “in 
excess of the capability of their own hydroelectric generating facilities in opera- 
tion at the time this contract is executed” serves to identify the supplying of 
steam replacement energy to such customers as an obligation of BPA taking 
precedence over the supply of firm or secondary to the privately owned utilities. 
For practical purposes, therefore, the supplying of such steam replacement 
becomes a firm obligation of BPA so long as BPA is supplying any firm service 
to the privately owned utilities. It will be only when such service has been 
completely discontinued that the preference customers will revert to their 
initial contractual status wherein BPA may require them to run their own 
steam-electric facilities for their own load. Prior to that time BPA might have 
a contractual right to withdraw the supply of dump from the preference custo- 
mers and give it to the privately owned utilities instead. Such a course of 
action could be defended only on the grounds that the 20-year contracts empha- 
size the minimal obligations of BPA, and that BPA is, therefore, contractually 
at liberty to supply a greater amount to the privately owned utilities. The 
engineers consider such a hypothetical solution of a possible legal problem to 
have no practical merit and, therefore, attach no weight to it as a possible way 
out of the dilemma created by the language of the combined contracts. 


ATTACHMENT B 


In particular, there would be an additional economic difficulty, occasioned by 
BPA’s so-called valley power provision. This provision, which is officially entitled 
“Resale to Other Utilities,” is incorporated in the contracts of most of BPA’s 
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generating customers, whether they are on the computed demand or, like the 
privately owned utilities, merely have the computed demand as a potential factor 
in future billing. The language of the actual provision is somewhat complicated, 
but, for the purposes of this particular illustration, can be summarized as follows: 
The provision prohibits a BPA generating customer from selling hydroelectric 
energy to other utilities which are not dependent on him for a major part of 
their energy requirements, except such hydroelectric energy as the generating 
customer may have during each month (other than April, May, June, and July) 
of each year which is generated from streamflows in excess of those of the pool 
critical year 1936-37, or which represents an accumulation in the customer's 
reservoirs of such excess streamflows. The provision in the contracts actually is 
more extensive, but the above-described part of the language is sufficient for the 
purposes of this illustration. 

(Exhibit E was submitted for the record by reference.) 

Mr. Jourotmon. Your request also asked for certain other typical 
contracts, and I would like to present to you, also, for your record, the 
contract with the city of Eugene, which was executed on December 27, 
1956. This contract is typical of some nine contracts with publicly 
owned utilities, cities, in other words, who have some generation of 
their own and purchase both firm power and fuel-replacement power 
from the Administration. 

Fuel-replacement energy is purchased, when available, in lieu of 
the operation of the fuel plants that these cities own. 

Firm power is purchased for uses in excess of the assured capabilities 
of purchaser’s generating plants. 

( Exhibit F was submitted for the record by reference. ) 

Mr. Jourotmon. I have, also, Mr. C hairman, a copy of one of our 
industrial contracts. This happens to be the contract with Kaiser 
Aluminum & Chemical Corp. for its Tacoma aluminum reduction 
plant. The contract was made in January 1954. This contract is 
typical of some 17 contracts for the sale of firm and interruptible power 
to industries which have no generation of their own and purchase their 
entire power requirements from the BPA. 

Firm power has been contracted to them and is furnished under a 
stated contract demand. And, in addition to that, interruptible power 
is furnished, as required and as available, in addition to firm-power 
amounts. 

Both firm and interruptible power are furnished on the Adminis- 
tration’s C4 rate schedule. 

(Exhibit G was submitted for the record by reference.) 

Mr. Jourotmon. I have, also, a contract with a nongenerating, pub- 
licly owned utility. This happens to be the Blaine County Electric 
Cooperative contract, executed in 1957. It is typical of some 63 con- 
tracts for firm power sold to distributing utilities, such as rural 
cooperatives and public-utility districts, w hich have no generation of 
their own and depend upon the Bonneville Power Administration for 
supply of their entire firm-power requirements. All of the customers 
of this type purchase power from the administration on the E—4 rate 
schedule, which has been designed especially for this type of service. 

I might say, in all cases, they find it to their advantage to be on the 
E-4 rate schedule. 

(Exhibit H was submitted for the record by reference. ) 

Mr. Jourotmon. I also have with me the contract with the city of 
Tacoma, a major publicly owned utility contract, which was executed 
in January 1954. This contract and the contract with the city of 
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Seattle have almost identical terms. They are essentially the same 
contract. Under these contracts, firm power, dump energy on a firm 
basis, are purchased from the administration. Firm power is sold 
to Seattle and Tacoma on the basis of monthly amounts of power and 
energy allocated between the two cities. These utilities have genera- 
tion of their own, and purchase both firm power and fuel replacement 
or dump energy from the administration. The fuel-replacement 
energy is purchased, when available, in lieu of operation of fuel plants. 
And the firm power is purchased for uses in excess of the assured capa- 
bilities of the purchasers’ generating plants. 

This is a pooled arr angement between these two great neighboring 
cities, which had set up an integrated operation even ‘before the Bonne- 
ville Power Administration came into existence. 

Senator Neusercer. I would like to say, Mr. Jourolmon, all these 
contracts, including the 20-year contract, will be incorporated in the 
hearing record by reference only. I trust that is agreeable with you. 

Mr. Jourotmon. Cert ainly. 

Senator Neuzercer. Each one of the 20- -year contracts and those 
with the public utilities and industries will be in the record only by 
reference and not in full. I don’t want to burden the record so that 
the cost of reproducing teas will be prohibitive to the committee. 

Mr. Jourotmon. That is a wise way to handle these matters because 
they are quite voluminous. But your staff will have them for study. 

Senator Neupercer. Yes. And if any member of the committee 
wishes to have them for himself or his own staff they will be available 
and will be referred to by their explicit titles and dates. 

(Exhibit I was submitted for the record by reference. ) 

Mr. Jourotmon. In our power sales contract system we find that it is 
virtually necessary, because of the fact that so many of the agencies in 
the Northwest have generating facilities of their own, to perfect 
separate exchange arrangements. So when we make a contract with 
such a company as Pacific Power & Light Co. we have to have a com- 
panion contract to handle the exchange of energy between us. 

I have here the exchange agreement. with Pacific Power & Light Co. 
which is auxiliary in a sense to the 20-year contract which ‘T have 
already filed with the committee. 

(Exhibit J was submitted for the record by reference.) 

Mr. Jovurotmon. That completes my presentation as far as the con- 
tract matters. The only other thing which you requested, Mr. Chair- 
man, which has been assigned to me, is a statement of the Federal 
orders and regulations governing BPA. We have presented these 
verbatim and attached to these executive and departmental orders, 
which define the authority of the Administration, there is a little 

tabulation which states, paragraph by paragraph, what the different 

ones were originally for. They will show clearly in the document 
itself which of them have been superseded and which of them are 
still in effect. 

Senator Neupercer. I believe, if you would agree with me—and 
you are much more familiar with the document than I am—that this 
probably should appear in the hearing record for the benefit of the 
committee when it does consider the regional Corporation proposal. 

Mr. Jouroimon. I think that is probably correct, because I think 
it sheds some light on the various organizational problems which have 
had to be considered over the years. 
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Senator Neusercer. Thank you very much. 
(Federal orders and regulations re BPA follow :) 


FEDERAL ORDERS AND REGULATIONS GOVERNING BPA 


Following is a list of the orders attached, both rescinded and current, with a 
brief explanation as to their purposes. 

Executive Order No. 8526 (August 26, 1940): BPA Administrator is desig- 
nated the marketing agent for the sale and distribution of Grand Coulee power. 

Interior Order No. 1820 (May 25, 1943): Authorizes Division of Power to 
review Bonneville contracts. 

Interior Order No. 1994 (September 26, 1944): BPA Administrator is desig- 
nated the marketing agent for the sale and disposition of Hungry Horse power. 

Interior Order No. 2115 (August 9, 1946): BPA Administrator is designated 
the marketing agent for the surplus energy of the Lookout Point, Quartz Creek, 
and Detroit projects, and of the Umatilla and Snake River projects. The order 
also reaffirms several principles which are incorporated in the Bonneville 
Project Act. 

Interior Order No. 2237 (August 9, 1946): Amends Order No. 2115. Desig- 
nates Administrator as marketing agent for the surplus energy of the Foster 
Creek project. 

Interior Order No. 2663 (September 15, 1951): Amends Order No. 2115. 
Designates Administrator as marketing agent for all projects, existing or to be 
constructed in the drainage basis of the Columbia River and its tributaries. 

Interior Order No. 2115, amendment No. 1 (May 8, 1953): BPA Administra- 
tor is designated the marketing agent for the surplus energy of the Chandler 
powerplant of the Kennewick division, Yakima project, and of all projects con- 
structed or to be constructed in the drainage basis of such rivers in Washington 
and Oregon as drain into the Pacific Ocean. 

Interior Order No. 2563 (May 25, 1950): Each function transferred to the 
Secretary of the Interior by the Reorganization Plan of 1950 is redelegated to 
the officer, employee, or agency from whom or from which the function was 
transferred. 

Interior Order No. 2707 (October 24, 1952): Bonneville rate schedules and 
rates shall apply to the sale of electric energy generated at Grand Coulee and 
Hungry Horse Dams. 

Interior Order No. 2753 (April 7, 1954): Revokes orders Nos. 1994 and 2115, 
as amended. The Bonneville Power Administration is the marketing agency for 
power from specifically named projects which are completed or under actual 
construction. Those mentioned are: Bonneville project, McNary Dam, Hungry 
Horse Dam, Albeni Falls Dam, Big Cliff Dam, Chief Joseph Dam, Detroit Dam, 
Dexter Dam, Lookout Point Dam, the Dalles Dam, Grand Coulee Dam, 
Chandler powerplant, Kennewick division, Yakima project. 

Interior Order No. 2753, amendment No. 1 (February 16, 1957) : Additional 
projects included of which Bonneville is the marketing agent: Hills Creek Dam, 
Roza powerplant. 

Interior Order No. 2753, amendment No, 2 (June 7, 1957) : Additional project 
included of which Bonneville is the marketing agent: Cougar Dam. 

Interior Order No. 2753, amendment No. 3 (November 12, 1957): Additional 
project included of which Bonneville is the marketing agent: John Day Dam. 


EXECUTIVE OrpER (No. 8526), CooORDINATING THE ELECTRICAL FACILITIES OF 
JRAND COULEE DAM PROJECT AND BONNEVILLE PROJECT 


Whereas the Bureau of Reclamation is constructing the Grand Coulee Dam 
project pursuant to authority delegated under section 2 of the act of August 30, 
1935 (49 Stat. 1028, 1089), and in connection therewith will operate and main- 
tain facilities for the generation of electrical power and energy; and 

Whereas the Bonneville Power Administrator is now disposing of power and 
energy generated at the Bonneville project ; and 

Whereas integration and coordination of the electrical facilities of the two 
projects will be facilitated by a mutual exchange of the electrical power and 
energy generated at the Bonneville project and the Grand Coulee Dam project 
and by marketing the power and energy from both projects through a single 
agency : 
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Now, therefore, by virtue of the authority vested in me as President of the 
United States by section 2 of the act of August 30, 1935, supra, and supplement- 
ing my letter of January 29, 1936, to the Secretary of the Interior, it is hereby 
ordered as follows: 

1. The Bonneville Power Administrator is hereby designated, under the super- 
vision and direction of the Secretary of the Interior, as agent for the sale and 
distribution of electrical power and energy generated at the Grand Coulee Dam 
peated and not required for operation of that project, including its irrigation 
eatures. 

2. The Administrator shall construct, operate, and maintain the transmission 
lines and substations and appurtenant structures and facilities necessary for 
marketing the power and energy delivered to him from the Grand Coulee Dam 
project ; except that the Bureau of Reclamation may construct, operate, or main- 
tain such transmission facilities as the Secretary of the Interior, in his discre- 
tion, deems necessary or desirable. The Bureau of Reclamation and the Admin- 
istrator, with the approval of the Secretary, shall agree upon and schedule the 
installation of additional generators at the Grand Coulee Dam project. 

3. The Bureau of Reclamation, with the approval of the Secretary, shall 
provide the Administrator with a basic schedule of the power and energy to be 
available to him from the Grand Coulee Dam project. The Bureau, with the 
Secretary’s approval, may revise the schedule from time to time, except that 
no revision decreasing the amount of power and energy available under an 
existing schedule shall be effective unless agreed to by the Administrator. The 
Bureau will make power and energy from the Grand Coulee project available 
to the Administrator in accordance with these schedules. 

4. The Administrator shall market the power and energy delivered to him 
from the Grand Coulee Dam project at rates to be fixed by the Secretary of the 
Interior consistently with all applicable provisions of law and allocations of 
cost determined as provided thereunder. From time to time the Secretary of 
the Interior, consistently with all applicable provisions of law and allocations 
of cost made pursuant thereto, shall determine the basis on which the Admin- 
istrator and the Bureau shall compute the returns to be made to the Bureau 
for power and energy delivered to the Administrator from the Grand Coulee Dam 
project pursuant to this order. All receipts collected by the Administrator from 
transmission and sale of power and energy shall be deposited with the Treasurer 
of the United States for credit to a special account, subject to allocation by the 
Secretary of the Interior in accordance with the computations above provided 
for. Upon certification by the Secretary of the Interior, the amounts of receipts 
properly allocable to the Bonneville project shall be covered into the Treasury 
of the United States to the credit of miscellaneous receipts subject to the pro- 
visions of section 2 of the act of August 20, 19387 (50 Stat. 731, 732). The 
amounts certified by the Secretary of the Interior as being allocable to the 
Grand Coulee Dam project shall be covered into the Treasury for credit to the 
reclamation fund to the extent authorized by law. 

5. In aid of this delegation of authority to the Secretary of the Interior, the 
Commissioner of the Bureau of Reclamation and the Bonneville Power Adminis- 
tration shall, subject to the aproval of the Secretary of the Interior and the 
terms of this order, enter into any and all agreements that are necessary for the 
interconnection of the Bonneville project and the Grand Coulee Dam project and 
to carry out the provisions of this order. 

FRANKLIN D. ROOSEVELT. 

THE WHirteE Hovsks, August 26, 1940. 


UNITED STATES DEPARTMENT OF THE INTERIOR, 
Washington, May 25, 1943. 
Order No. 1820. 

It is the purpose of this order to implement order No. 1563, establishing the 
Division of Power, by defining to a greater extent than has heretofore been 
formally defined the relationship between the Division of Power and the other 
agencies of the Department, and to provide for the continuing development of 
working procedures. 

The Division of Power assists the Secretary in supervising the discharge of 
the Department’s responsibilities in electric power matters. The primary duties 
ef the Division of Power are to assist (1) in the formulation and coordination 
ef the Department’s objectives, policies and programs to encourage and facili- 
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tate the most widespread use of electric power in the public interest and, during 
the present emergency, to assure the most effective utilization of the Depart- 
ment’s power resources in the prosecution of the war; (2) in the prompt dis- 
semination to the bureaus and offices of information as to the Department’s 
objectives and policies; and (3) in the supervision of the application and prose- 
cution of these policies and programs. 

The resources and personnel of the Division of Power shall be utilized by all 
bureaus and offices of the Department, where necessary, in the development and 
application of policies and programs directly or indirectly affecting the Depart- 
ment’s objectives in the electric power field. 

In order to effect the coordination necessary to achieve the objectives of the 
Department, the procedural requirements set forth below shall obtain as to the 
designated electric power matters of the Bonneville Power Administration, the 
Bureau of Reclamation, the Office of Indian Affairs, and the National Park 
Service. 

The following electric-power matters of the above-named agencies shall be 
submitted to the Secretary for approval, through the Division of Power for its 
review and recommendations : 

1. Projected power construction programs, including proposed major changes 
in approved programs ; 

2. Acquisitions or sales of power systems, including operating portions thereof ; 

3. Reports required by law on projects having power features, such as the 
annual reports required of the Bonneville Power Administration and the findings 
of feasibility prepared for the Secretary by the Bureau of Reclamation; 

4. Budget recommendations affecting or involving electric power matters, 
including supplemental and deficiency proposals ; 

5. Rate schedules, together with the general terms and conditions of service 
and operation, and proposed major adjustments thereof ; 

6. Major marketing policies, programs, and activities; 
| 7. Contracts for the sale, interchange, or purchase of power— 

i (a) In accordance with existing departmental regulations applicable to 
the Bureau of Reclamation, the Office of Indian Affairs, and the National 
Park Service; 
(b) Of the Bonneville Power Administration involving major policy 
considerations, including contracts with private utilities ; 

8. Proposed legislation which directly or indirectly affects the power aspects 
of existing, proposed, or potential projects. (The Division of Power will clear 
such proposed legislation with the Department’s Legislative Committee and the 
Office of the Solicitor. ) 

Preliminary outlines of the major terms of proposed contracts for the sale, 
interchange, or purchase of power shall be submitted to the Division of Power 
for its information, except as may otherwise be determined by the Division of 
Power in accordance with the provisions of this order. 

The Division of Power, after consultation with each of the above-named 
agencies, shall determine the basic information which shall be submitted to the 
Division to enable compliance with the requirements prescribed herein, includ- 
ing the form and frequency of the submission of such information. This order 
is not intended to limit the extent of the procedural arrangements which the 
Division of Power and the agencies may find necessary for the effective dis- 
charge of the Department’s responsibilities in electric power matters. 

Nothing contained in this order shall be construed as affecting the basic 
administrative relationships currently existing between the Secretary and the 
agencies of the Department. 

Haroip L. Ickes, 
Secretary of the Interior. 


DEPARTMENT OF THE INTERIOR, 
Washington, March 21, 1950. 


Order No. 1820, Amendment No. 1. 
Subject: Division of power. 

The fourth paragraph on page 1 of order No. 1820 is amended to read as 
follows: 

“In order to effect the coordination necessary to achieve the objectives of the 
Department, the procedural requirements set forth in this order shall obtain 2s 
to the designated electric power matters of the Bonneville Power Administration, 





i 
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the Southeastern Power Administration, the Southwestern Power Administra- 
tion, the Bureau of Reclamation, the Bureau of Indian Affairs, and the National 
Park Service.” 
Oscar L, CHAPMAN, 
Secretary of the Interior. 


DEPARTMENT OF THE INTERIOR, 
Washington, September 26, 1944. 
Order No. 1994. 
Subject: Hungry Horse Dam project; assignment of functions to Bureau of 
Reclamation and Bonneville Power Administrator. 


Pending the issuance of an order making complete provision for carrying out 
the purposes of Public Law 329, 78th Congress, 2d session, approved June 5, 1944, 
entitled “An act to provide for the partial construction of the Hungry Horse 
Dam on the south fork of the Flathead River in the State of Montana, and for 
other purposes,’ and in accordance with the terms of that act it is ordered 
as follows: 

1. The Bureau of Reclamation is hereby designated as the “agency,” under 
the direction and supervision of the Secretary of the Interior, to carry out 
the functions and duties of the Secretary of the Interior, to carry out the func- 
tions and duties of the Secretary under Public Law 329, 78th Congress, 2d 
session, with respect to the design, construction, operation, and maintenance 
of the Hungry Horse Dam project in accordance with the terms of the above 
act. The Bureau in the design of the power-generating facilities to be installed 
at the dam shall cooperate and consult with the Bonneville Power Administra- 
tion. 

2. The Bonneville Power Administrator is hereby designated as the “agent,” 
under the direction and supervision of the Secretary, to sell and dispose of 
electric power and energy generated at the Hungry Horse Dam project and not 
required for the construction, operation, and maintenance of the project, in- 
cluding the irrigation works that may be authorized and constructed in con- 
nection therewith. 

3. Pending the issuance of a final order fixing the responsibilities of the Bureau 
and the Administrator, each is authorized to proceed with necessary investiga- 
tions and plans and with the submission of appropriate budget estimates to 
enable it to prepare to meet its responsibilities as herein outlined. 

HAROLD L. ICKEs, 
Secretary of the Interior. 


DEPARTMENT OF THE INTERIOR, 
Washington, October 16, 1945. 
Order No. 2115. 
Subject: Disposition by Bonneville Power Administration of power from cer- 
tain projects, and related matters. 

1. The Bonneville Power Administrator (hereinafter called the “Administra- 
tor’) is hereby designated the marketing agent for the surplus electric energy 
of the Lookout Point, Quartz Creek, and Detroit projects, authorized by the 
act of December 22, 1944 (Public Law 534, 78th Cong., 2d sess.), and of the 
Umatilla and lower Snake River projects, authorized by the act of March 2, 
1945 (Public Law 14, 79th Cong., Ist sess.), which acts authorize the market- 
ing of such energy by the Secretary of the Interior. The Administrator shall 
assume the duty of marketing such energy in addition to the marketing of 
such energy by the Secretary of the Interior. The Administrator shall assume 
the duty of marketing such energy in addition to the marketing of surplus electric 
energy of the Bonneville project as directed by the act of August 20, 1987 (50 
Stat. 731), as amended, and the Grand Coulee and Hungry Horse projects, for 
which he has been heretofore designated as marketing agent. In view of the 
increased responsibilities of the Administrator, this order is issued to define 
and amplify existing policies and procedures and the relationships of the 
Administrator with the Department as set forth in applicable departmental 
orders establishing and defining such relationships and procedures which are 
hereby reaflirmed without modification. 

2. The Administrator is directed, to such extent and in such manner as in 
his judgment the public interest may require and as aré consistent with 
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applicable statutes and Executive orders, (a) to integrate the power facilities 
of all projects for which he is the marketing agent of surplus power; provided 
that nothing in this order shall be construed as conferring authority over the 
operation of power producing facilities of such projects; (b) to interconnect 
such projects with publicly owned power systems and to exchange electric energy 
with and purchase and sell electric energy from and to such systems; and (c) 
to sell and dispose of all electric energy in accordance with the policies of the 
act of August 20, 1937 (50 Stat. 731), as amended; and the act of December 22, 
1944 (Public Law 534, 78th Cong., 2d sess.), and, with respect to the Columbia 
Basin project, in accordance with the policies of the Federal reclamation laws. 
The Administrator may exercise such of the powers and functions vested in 
the Secretary by the act of June 5, 1944 (Public Law 329, 78th Cong.), the act 
of December 2, 1944 (Public Law 534, 78th Cong.), and the act of 
March 2, 1945 (Public Law 14, 79th Cong.), as may be necessary or 
appropriate for the effective marketing of the power and energy available 
to the Administrator under said acts and this order. In carrying out the inte- 
grated operation of the projects for which he is designated the marketing agent, 
the Administrator, through such employees as he may designate, may exercise 
any of the functions vested in him with respect to any project. 
3. The Administrator is directed to make such surveys, investigations, studies, 
' and informational reports as he may determine to be useful or appropriate 
in connection with the marketing of power and in carrying out the functions 
vested in him by law or this order. The Administrator is further directed to 
undertake or to cooperate or participate in such engineering and research and 
demonstrational work as he deems necessary or appropriate (a) to develop and 
to test or demonstrate the results of such surveys, investigations, and studies; 
(b) to promote the wider and improved use of electric energy for industrial, 
domestic, and agricultural purposes, and the furtherance of the marketing 
policies established by the act of August 20, 1987 (50 Stat. 731); and (¢) more 
efficiently to develop and to carry out the functions vested in him by said act 
of August 20, 1937 (50 Stat..731), as amended, or entrusted to the Administrator 
under any other act or under this or any other Executive or administrative 
order. The Administrator, so far as practicable, shall consult and cooperate 
with the several Federal departments and agencies having an interest in the 
resource development of the Pacific Northwest and with the States and public 
and cooperative agencies in the making of studies, the collecting and dissemina- 
tion of information and data, the development of plans, and the research and 
demonstrational work contemplated by this order. 

4. For the coordination and integration of the programs, projects, and activi- 
ties of the agencies in the Department having an interest in developing the 
resources of the Pacific Northwest, and for the elimination of waste and dupli- 
eation of effort, the Administrator shall advise those agencies within the 
Department engaged in activities relating to or affecting power supply or water 
resources of the Pacific Northwest of the nature, scope, and progress of such 
activities conducted by the Administrator, and shall make available to such 
agencies such data and information in relation thereto as may be useful to them 
in the performance of their duties. All agencies within the Department, in- 
cluding field offices thereof, engaged in activities relating to or affecting the 
power supply or water resources of the Pacific Northwest shall cooperate in 
like fashion with the Administrator, and shall keep him advised of the nature, 
scope, and progress of their activities in the Pacific Northwest, and shall make 
available to him such data and information in relation thereto as may be useful 
to the Administrator in the performance of his duties hereunder. 

5. The Administrator, or such person as he may designate, is hereby made a 
member of the Water Resources Committee. The Administrator shall be given 
opportunity to participate in the work of any intradepartmental or inter- 
departmental organization or committee on which the Department now or in 
the future has representation for the making of surveys, investigations, or 
studies affecting power matters in or the water resources of the Pacifie North- 
west. 

6. To provide the widest possible use of and reasonable outlets for electric 
energy marketed by the Administrator and the purchase thereof by the ulti- 
mate consumer at the lowest possible rates consistent with sound business 
principles, and to prevent the monopolization of such energy by limited groups, 
the Administrator is directed, to such extent and in such manner as, in his judg- 
ment, the public interest may require and as are consistent with the act of 
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August 20, 1937 (50 Stat. 731), and other applicable statutes and Executive 
; orders, (a) to assist public bodies and cooperatives who are purchasers or po- 
tential purchasers of electric energy from the Administrator in the acquisition 

of electrical facilities and distribution systems, or any portion or portions there- 
of; and (b) to render to purchasers and potential purchasers of electric energy 
from the Administrator services pertaining to the financing, operation, or main- 
tenance of facilities and equipment for receiving, using, or distributing electric 
; energy or to the saie of such energy. 

7. Subject to applicable statutes and Executive orders, the Administrator is 
directed to dispose of electric energy to Federal agencies and to sell such energy 
to other purchasers, under contracts or agreements which contain such terms 
and conditions as, in the judgment of the Administrator, the public interest may 
require. Provision should be made in contracts with privately owned utilities 
engaged in the sale of electric energy to the general public, so that such con- 
tracts will not adversely affect public bodies and cooperatives which may exist 

or thereafter be organized and which may desire to become purchasers of power 
' from the Administrator in the area served by such private utility company. 
Contracts should contain such terms and conditions as may be necessary to 
effectuate the policy that electric energy be made available to the ultimate con- 


| sumer at reasonable rates. 
| 8. The Administrator shall submit promptly to the Secretary, through the 
Division of Power, a monthly and annual consolidated report of power opera- 


tion covering all Federal projects from which the Administrator markets power, 
and the Administrator’s transmission system, and showing the income and ex- 


penses, including depreciation, the allocation of fixed capital investments, and 
related financial and statistical information connected with the generation, 
purchase, and sale of electric power through the Administrator’s transmission 
| system. The Administrator shall be held responsible for establishing coopera- 


tive arrangements with other Federal agencies for the exchange of such infor- 

mation, records, and accounts as may be necessary for the compilation of the 
reports, copies of which shall be supplied to such agencies. 
9. The powers vested in the Administrator shall be subject to the general 
| supervision and direction of the Secretary of the Interior as provided by law 
| and in applicable departmental orders. 

Haro.p L. ICKES, 
Secretary of the Interior. 


UNITED STATES DEPARTMENT OF THE INTERIOR, 
Washington, May 8, 1953. 
Order No. 2115, amendment No. 1. 
Subject: Disposition by Bonneville Power Administration of power from cer- 
tain projects, and related matters. 
1. Sections 1 and 2 of order No. 2115 (10 F. R. 14211, 11 F. R. 8830, 17 F. R. 
5197), as amended, are further amended to read as follows: 
1. The Bonneville Power Administration (hereinafter called the Administra- 
tor) is designated the marketing agent for the surplus energy of the Chandler 
Power Plant of the Kennewick Division, Yakima Project (authorized by the 
act of June 12, 1948, 62 Stat. 382), and of all projects, now or hereafter con- 
structed in the drainage basin of the Columbia River and its tributaries and in 
such other river basins as drain into the Pacific Ocean in the States of Wash- 
ington and Oregon, for which the Secretary of the Interior is authorized to 
i market power pursuant to section 5 of the act of December 22, 1944 (58 Stat. 
887), and section 2 of the act of March 2, 1945 (59 Stat. 10). The Administra- 
tor shall assume the duty of marketing such energy in addition to the market- 
ing of surplus electric energy of the Bonneville Project as directed by the act 
} of August 20, 19387 (50 Stat. 731), as amended, and the Grand Coulee and 
i Hungry Horse projects, for which he has been heretofore designated as market- 
ing agent. In view of the increased responsibilities of the Administrator, this 
order is issued to define and amplify existing policies and procedures and the 
H relationships of the Administrator with the Department as set forth in applicable 
departmental orders establishing and defining such relationships and procedures 
which are reaffirmed without modification. 
2. The Administrator is directed, to such extent and in such manner as in his 
judgment the public interest may require and as are consistent with applicable 
; statutes and Executive orders, (a) to integrate the power facilities of all 
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projects for which he is the marketing agent of surplus power; provided that 
nothing in this order shall be construed as conferring authority over the opera- 
tion of power producing facilities of such projects; (b) to interconnect such 
projects with publicly owned power systems and to exchange electric energy 
with and purchase and sell electric energy from and to such systems; and (c) 
to sell and dispose of all electric energy in accordance with the policies of the 
act of August 20, 1937 (50 Stat. 731), as amended, and the act of December 22, 
1944 (58 Stat. 887), and, with respect to the Columbia Basin Project and the 
Chandler Powerplant of the Kennewick Division, Yakima Project, in accordance 
with the policies of the Federal reclamation laws. The Administrator may 
exercise such of the powers and functions vested in the Secretary by any act 
governing the marketing of the surplus electric energy referred to in this order 
as may be necessary or appropriate for the marketing of such electric energy. 
In carrying out the integrated operation of the projects for which he is desig- 
nated the marketing agent, the Administrator, through such employees as he 
may designate, may exercise any of the functions vested in him with respect 
to any project. 

2. This amendment No. 1 supersedes the amendments made by order No. 
2237 (11 F. R. 8830), and order No. 2663 (17 F. R. 5197). 

DovucLas McKay, 
Secretary of the Interior. 


UNITED STATES DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., August 9, 1946. 
Order No, 2237. 
Subject: Disposition by Bonneville Power Administration of power from certain 
projects, and related matters. 

Order No. 2115 is hereby amended by inserting the following between the first 
and second sentences of paragraph 1 thereof : 

“The Administrator is further designated the marketing agent for the surplus 
electric energy of the Foster Creek project authorized by the act of July 24, 1946 
(Publie Law 525, 79th Cong., 2d sess.), the marketing of such energy by the 
Secretary of the Interior being authorized by the act of December 22, 1944 (Public 
Law 534, 78th Cong., 2d sess.).”’ 

J. A. Krue, Secretary of the Interior. 


UNITED STATES DEPARTMENT OF THE INTERIOR, 
Office of the Secretary. 
Order No. 2563. 
Subject : Reorganization Plan No. 3 of 1950. 

Sec. 1 Assignment of functions. Until further notice, each function trans- 
ferred to the Secretary of the Interior by section 1 of Reorganization Plan No. 
3 of 1950 is assigned to the officer, employee, or agency from whom or from 
which the function was transferred. The officer, employee, or agency to whom 
or to which a function is assigned by this order shall have the same authority 
to perform the function as such officer, employee, or agency had before the effec- 
tive date of Reorganization Plan No. 3 of 1950. 

Sec. 2 Effective date. This order shall take effect immediately after Re- 
organization Plan No. 3 of 1950 becomes effective. 

Oscar L, CHAPMAN, 
Secretary of the Interior. 





UNITED STATES DEPARTMENT OF THE INTERIOR, 
Washington, D. C., September 15, 1951. 
Order No. 2663. Disposition by Bonneville Power Administration of power from 
certain projects, and related matters. 

Order No. 2115 (10 F. R. 14211), as amended by Order No. 2237 (11 F. R. 
8830), is hereby amended as follows: 

1. The following is substituted for the first and second sentences of paragraph 1 
of Order No. 2115, as amended: “The Bonneville Power Administrator (here- 
inafter called the Administrator) is hereby designated the marketing agent 
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for the surplus electric energy of all projects, now or hereafter constructed in 
the drainage basin of the Columbia River and its tributaries and in such other 
river basins as drain into the Pacific Ocean in the States of Washington and 
Oregon, for which the Secretary of the Interior is authorized to market power 
pursuant to the act of December 22, 1944 (ch. 665, sec. 5, 58 Stat. 887; and the 
{ act of March 2, 1945, ch. 19, sec. 2, 59 Stat. 10). 
2. The following is substituted for the second sentence of paragraph 2 of said 
Order, as amended: “The Administrator may exercise such of the powers and 
functions vested in the Secretary by any act governing the marketing of the 
power and energy available to the Administrator under this Order as may be 
necessary or appropriate for the effective marketing of such power and energy 
under said acts and this Order.” 
Oscar L. CHAPMAN, 
Secretary of the Interior. 
| 


UNITED STATES DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
October 24, 1952. 

Order No. 2707. 

Subject: Rates for sale of electric energy generated at Grand Coulee and 
Hungry Horse Dams. 

Sec. 1 Establishment of existing rates and confirmation of prior sales. 
Pursuant to a determination that the rate schedules presently applicable to 
the sale of electric energy generated at the Bonneville Project, if applied to the 
disposition of electric energy generated at the Grand Coulee Dam and Hungry 
‘ Horse Dam, would satisfy all requirements of the law for the establishment of 
, rate schedules with respect to the sale of electric energy generated at those 
dams, the present Bonneville Project rate schedules are established as the rate 
schedules applicable to sale of electric energy generated at Grand Coulee Dam 
and Hungry Horse Dam, and sales of electric energy generated at those dams 
heretofore made in accordance with the rate schedules then in effect and ap- 
plicable to sales of electric energy generated at the Bonneville Project are con- 


H firmed. 
: Sec. 2 EHstablishment of future rates. (a) Proposals for new rate schedules 
; or for the modification of rate schedules applicable to the sale of electric energy 

lh generated at the Bonneville Project shall be submitted to the Secretary of the 


Interior for review prior to transmission to the Federal Power Commission for 

approval, and such review will include a determination as to whether or not 
i the proposed new or modified rate schedule satisfies all the requirements of 
i law for the sale of electric energy generated at the Grand Coulee Dam and 
} the Hungry Horse Dam. Accordingly, in the future the Bonneville Power 
Administration may, unless otherwise notified by the Secretary, dispose of 
electric energy generated at the Grand Coulee Dam and the Hungry Horse Dam 
in accordance with rate schedules which may hereafter become applicable to 
sales of electric energy generated at the Bonneville Project. If any rate sched- 
ule is determined to be inapplicable to sales of electric energy generated at the 
Grand Coulee Dam or the Hungry Horse Dam it will be listed in paragraph (b) 
of this section by an amendment to this order. 

(b) The following rate schedules applicable to the sales of electric energy 
generated at the Bonneville Project are as specifically indicated not applicable 
to the sales of energy generated at the Grand Coulee Dam or the Hungry Horse 
fF Dam: 

; (No rate schedule is in this category at present.) 


ES 


VERNON I. NORTHROP, 
Acting Secretary of the Interior. 


UNITED STATES DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., April 7, 1954 
Order No. 2753. 19 F. R. 2145. 
Subject: Marketing of electric power and energy by the Bonneville Power A d- 
ministration. 


RNC Eace rena a ae 


vermis 


Sec.1 Designation as marketing agency. The Bonneville Power Administra- 
tion is designated as the agency to market available surplus electric power and 
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energy generated at the sources specified in this section pursuant to the specific 
statutory authority as to each project. 

(a) Bonneville Project, pursuant to the Act of August 20, 1987 (50 Stat. 731), 
as amended ; 

(b) McNary Dam, pursuant to the act of March 2, 1945 (59 Stat. 10) ; 

(c) Hungry Horse Dam, pursuant to the act of June 5, 1944 (58 Stat. 270) ; 

(d) the following sources, pursuant to the acts of December 22, 1944 (58 Stat. 
887) : Albeni Falls Dam, Big Cliff Dam, Chief Joseph Dam, Detroit Dam, Dexter 
Dam, Lookout Point Dam, The Dalles Dam. 

(e) the following sources, pursuant to the Federal Reclamation laws (act of 
June 17, 1902, 32 Stat. 388, and acts amendatory thereof or supplementary 
thereto) : 

Grand Coulee Dam: Chandler Power Plant, Kennewick Division, Yakima Proj- 
ect. 

Sec. 2 Contracts. The Bonneville Power Administration may, subject to the 
applicable statutes, enter into contracts for the sale or interchange of electric 
power and energy in the performance of the functions assigned by section 1 of 
this order. The Bonneville Power Administrator may, in writing, redelegate 
officers and employees of the Administration the authority granted in this sec- 
tion, and he may authorize written redelegations of such authority. 

Sec.3 Revocation. Orders Nos. 1994 (9 F. R. 11966) and 2115 as amended (10 
F. R. 14211; 11 F. R. 88380; 17 F. R. 5197; 18 F. R. 2831) are revoked. 


(Sec. 2, Reorganization Plan No. 3 of 1950; 5 U.S. C., 1952 ed., sec. 133z-15, note.) 


DoveLtas McKay, 
Secretary of the Interior. 


UNITED STATES DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, February 16, 1957. 
Order No. 2753, Amendment No. 1 (22 F. R. 1090). 
Subject: Marketing of electric power and energy by the Bonneville Power 
Administration. 

This amendment supersedes Order No. 2753 (19 F. R. 2145) and is issued for 
the purpose of including in the list appearing in section 1 three additional 
sources of electric power and energy—Ice Harbor Dam, Hills Creek Dam and 
the Roza Division of the Yakima Project. The order as amended reads as 
follows: 

Sec. 1 Designation as marketing agency. The Bonneville Power Administra- 
tion is designated as the agency to market available surplus electric power and 
energy generated at the sources specified in this section pursuant to the specific 
statutory authority as to each project. 

(a) Bonneville Project, pursuant to the Act of August 20, 1937 (50 Stat. 731), 
as amended ; 

(b) MeNary Dam and Ice Harbor Dam, pursuant to the act of March 2, 1945 
(59 Stat. 10) ; 

(c) Hungry Horse Dam, pursuant to the act of June 5, 1944 (58 Stat. 270); 

(ad) The following sources, pursuant to the act of December 22, 1944 (58 Stat. 
887): Albeni Falls Dam, Big Cliff Dam, Chief Joseph Dam, Detroit Dam, 
Dexter Dam, Lookout Point Dam, The Dalles Dam, Hills Creek Dam. 

(e) The following sources, pursuant to the Federal Reclamation laws (act 
of June 17, 1902, 32 Stat. 388, and acts amendatory thereof or supplementary 
thereto) : 

Grand Coulee Dam: Chandler Power Plant, Kennewick Division, Yakima 
Project, Roza Power Plant, Roza Division, Yakima Project. 

Sec. 2. Contracts. The Bonneville Power Administrator may, subject to the 
applicable statutes, enter into contracts for the sale or interchange of electric 
power and energy in the performance of the functions assigned by section 1 
of this order. The Bonneville Power Administrator may, in writing, redelegate 
to officers and employees of the Administration the authority granted in this 
section, and he may authorize written redelegations of such authority. 

Sec. 3 Revocation. Orders Nos. 1994 (9 F. R. 11966) and 2115 as amended 
(10 F. R. 14211; 11 F. R. 8880; 17 F. R. 5197; 18 F. R. 2831) are revoked. 

(See. 2, Reorganization Plan No. 3 of 1950; 5 U. S. C., sec. 1332-15, note) 
FreD A. SEATON, 
Secretary of the Interior. 





ri 
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UNITED STATES DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington. 
Order No. 2753, Amendment No. 2. 


Subject: Marketing of electric power and energy by the Bonneville Power 
Administration. 


This amendment supersedes Amendment No. 1 of Order No. 2753 (22 F. R. 
1090) and is issued for the purpose of including in the list appearing in section 
1 an additional source of electric power and energy—Cougar Dam. The order 
as amended reads as follows: 

Sec. 1 Designation as marketing agency. The Bonneville Power Adminis- 
tration is designated as the agency to market available surplus electric power 
and energy generated at the sources specified in this section, pursuant to the 
specific statutory authority as to each project. 

(a) Bonneville Project, pursuant to the act of August 20, 1937 (50 Stat. 731), 
as amended ; 

(b) MeNary Dam and Ice Harbor Dam, pursuant to the act of March 2, 1945 
(59 Stat. 10) ; 

(c) Hungry Horse Dam, pursuant to the act of June 5, 1944 (58 Stat. 270); 

(d) The following sources, pursuant to the act of December 22, 1944 (58 
Stat. 887): Albeni Falls Dam, Big Cliff Dam, Chief Joseph Dam, Detroit Dam, 
Dexter Dam, Lookout Point Dam, The Dalles Dam, Hills Creek Dam, Cougar 
Dam. 

(e) The following sources, pursuant to the Federal Reclamation laws (act 
of June 17, 1902, 32 Stat. 388, and acts amendatory thereof or supplementary 
thereto) : 

Grand Coulee Dam: Chandler Power Plant, Kennewick Division, Yakima 
Project, Roza Power Plant, Roza Division, Yakima Project. 

Sec. 2 Contracts. The Bonneville Power Administrator may, subject to the 
applicable statutes, enter into contracts for the sale or interchange of electric 
power and energy in the performance of the functions assigned by section 1 of 
this order. The Bonneville Power Administrator may, in writing, redelegate 
to officers and employees of the Administration the authority granted in this 
section, and he may authorize written redelegations of such authority. 

Sec. 3 Revocation. Orders Nos. 1994 (9 F. R. 11966) and 2115, as amended 
(10 F. R. 14211; 11 F. R. 8830; 17 F. R. 5197; 18 F. R. 2831), are revoked. 

(Sec. 2, Reorganization Plan No. 3 of 1950; 5 U. S. C., sec. 113z—-15, note.) 

FRED A. SEATON, 
Secretary of the Interior. 





JUNE 7, 1957. 





UNITED STATES DEPARTMENT OF THE INTERIOR, 
Washington, November 12, 1957. 
Order No. 2753, Amendment No. 3 (22 F. R. 9196). 
Subject: Marketing of electric power and energy by the Bonneville Power 
Administration. 

This amendment supersedes amendment No. 2 of order No, 2753 (22 F. R. 4169) 
and is issued for the purpose of including in the list appearing in section 1 an 
additional source of electric power and energy—John Day Dam. The order as 
amended reads as follows: 

Sec. 1 Designation as marketing agency. The Bonneville Power Adminis- 
tration is designated as the agency to market available surplus electric power 
and energy generated at the sources specified in this section pursuant to the 
specific statutory authority as to each project. 

(a) Bonneville Project, pursuant to the Act of August 20, 1987 (50 Stat. 731), 
as amended; 

(b) McNary Dam and Ice Harbor Dam, pursuant to the Act of March 3, 1945 
(59 Stat. 10) ; 

(c) Hungry Horse Dam, pursuant to the Act of June 5, 1944 (58 Stat. 270) ; 

(d) The following sources, pursuant to the Act of December 22, 1944 (58 
Stat. 887) : Albeni Falls Dam, Big Cliff Dam, Chief Joseph Dam, Detroit Dam, 
Dexter Dam, Lookout Point Dam, The Dalles Dam, Hills Creek Dam, Cougar 
Dam, John Day Dam. 
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(e) The following sources, pursuant to the Federal reclamation laws (Act of 
June 17, 1902, 32 Stat. 388, and acts amendatory thereof or supplementary 
thereto) : 
Grand Coulee Dam: Chandler Powerplant, Kennewick Division, Yakima Proj- 
ect; Roza Power Plant, Roza Division, Yakima Project. 
Sec. 2 Contracts. The Bonneville Power Administrator may, subject to 
the applicable statutes, enter into contracts for the sale of interchange of elec- 
tric power and energy in the performance of the functions assigned by section 1 
of this order. The Bonneville Power Administrator may, in writing, delegate 
to officers and employees of the Administration the authority granted in this 
section, and he may authorize written redelegations of such authority. 
Sec. 3 Revocation. Orders Nos. 1954 (9 F. R. 11966) and 2115, as amended 
(10 F. R. 14211; 11 F. R. 8830; 17 F. R. 5197; 18 F. R. 2831), are revoked. 
(See. 2, Reorganization Plan No. 3 of 1950;; 5 U. S. C., 1952 ed., sec. 1832-15 
note. ) 
FREp A. SEATON, 
Secretary of the Interior. 


Senator Nerupercer. Does that complete your presentation, Mr. 
Jourolmon ? 

Mr. Jourotmon. Thank you. Iam through. 

Senator Neuserqer. I want to say to you that we are indebted to 
you for the thoroughness of your presentation. This is so important 
to the Pacific Northwest that it would be unthinkable if the commit- 
tee were to proceed without all possible facts and information. There 
are some questions of course, and I doubt if we will complete them 
prior to our noon recess, but we will try to get started. 

I would like to ask Mr. Goldhammer a few questions about indus- 
trial sales of power, if I may. 

First, I would like to ask Mr. Jourolmon just one general ques- 
tion. I don’t know if you will want to answer it, and I won’t press 
you to do so. 

From your own know ledge of the Bonneville and other Federal 
yower agencies, and from your studies of these questions, do you, 

Mr. Jourolmon, believe that some different and more permanent form 
of or ganization should replace the present BPA setup and agency ? 

Mr. Jourotmon. Senator Neuberger, I am not in a position, of 
course, to say anything on the policy question, because of the fact that 
the Department has not expressed what the policy of the Department 
is. I recognize, of course, that you are not asking me for the Depart- 
ment’s view; you are asking me for a personal view. 

Senator Nevpercer. That is right, and, of course, I won’t press you 
if you find you shouldn’t answer it. That is why I prefaced my ques- 
tion as I did. 

Mr. Jourotmon. I would like you to understand both that I have 
a very strong sense of institutional loyalty and that I don’t like to 
decline to answer questions. 

Senator Neupercer. You are quite within your rights if you don’t 
want to answer this one. I just wanted to draw on your personal 
knowledge and experience, but I certainly won’t press you. 

Mr. Jourotmon. As you know, [ama Tennessean, and 





Senator Neupercer. Your distinguished Senator has attested to 
that. 

Mr. Jourotmon. And I have lived with the Tennessee Valley Au- 
thority. And I have prejudice both in favor of a Tennessee Valley 
Authority-type organization and prejudice i in favor of a Bonneville- 
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type organization, since I have worked with them. I would rather 
not say just which way my real, personal sentiments lie. 

Senator Neupercer. Let me ask you this, then: Wouldn’t you say 
that the Regional Corporation, such as has been proposed here, 
although not in final form, was somewhere in between the two types 
of organizations with which you have been associated and experi- 
enced ¢ 

Mr. Jourotmon. It unquestionably is not an organization with 
the broad resource powers that the Tennessee Valley Authority has, 
because the Tennessee Valley Authority is an agency which extends 
across almost the entire field of river resources and navigation, flood 
control, agriculture, fish and wildlife. All of those matters are, as I 
understand it, not in S. 3114, which is limited to power operation. 
Of course, Bonneville also is an agency which is limited to power 
operation and power sales. 

So you are correct, in my judgment, in saying that it is an in- 
termediate stage. 

Senator Neusercer. I am very pleased to have that answer from 
you, Mr. Jourolmon, for this reason: In my opinion the proposed 
regional corporation has been compared unfairly by some people 
with the TVA, and I am gratified to have your answer because so 
far as I am concerned I doubt if there are very many people who 
have your personal experience, both with the TVA and with the 
Bonneville- ‘type of organization. I am pleased to have your answer 
in this respect. 

Mr. Jourotmon. Thank you, sir. 

Senator Neusercer. Mr. Goldhammer, about the sales to industry, 
I would just like to ask you a few questions. 

In your presentation to us, which you just paraphrased and ex- 
plained very well the reason why you did so, there does appear this 
paragraph on page 7 that I would like to read to you: 

The basis for power-marketing activities will be found in the Bonneville Act, 
a memorandum of power policy issued by the Secretary of the Interior on 
January 3, 1946 (exhibit 2), and a Federal power policy statement of August 
18, 1953 (exhibit 3). The latter statements differ as to power marketing with 
respect to industry. The 1946 statement encourages direct sales to industry to 
secure diversified industrial development for economic stability of the project 
as well as aid in regional development. The 1953 statement provides that 
the Government will not ordinarily sell power directly to new industrial cus- 
tomers. Such consumers must ordinarily purchase through a power distrib- 
utor rather than directly from the Government. 

In other words, in 1953, according to your own paragraph here, a 
marked change occurred in the providing of Bonneville power for 
industry ; is that correct ? 

Mr. GotpHammeERr. The two statements are quite different. How- 
ever, the difference in the policy as shown by exhibit 1 on the annual 
reports, was something that took place gradually. I think I men- 
tioned earlier when I was paraphrasing ‘the statement that in 1950, 
when the Korean war started, industry was expanded in the North- 
west on the basis of interruptible power. The Government did not 
make firm power available. 

In 1951, with the new projects coming in, 120,000 kilowatts were 
all that were made available. And during the course of this period 
there was encouragement given to the expansion of electroprocess in- 
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dustries that were of a smaller nature, by the distributors rather than 
by the Federal Government. 

To give you two examples, for example, Buffalo Electro-Chemical 
in 1949 started construction of a plant in Vancouver, and it is 
served by the Clark County Public Utility District. 

About 1951, I guess it was, American Smelting & Refining and 
Apex Smelting got together and put in a small ferroalloy operation 
ralled National Metallurgical in Springfield, which was served by the 
city of Springfield. Another example, one of our own customers, 
which we didn’t have the power available for, Keokuk Electro- 
Metals, in 1951 purchased power for one furnace from Douglas 
County Public Utility District. So the two policies are different. 
But the actual policy developed over a period where the Government 
was gradually getting out of the sale, particularly to the smaller 
electroprocess industries, direct sales which were being taken over 
to a large extent by the public utility districts and municipalities. 

Senator Neusercer. Do you think that that policy change was 
advisable ? 

Mr. Gotpuam™enr. I think both from the standpont of the indus- 
try and from the standpoint of distributors the small electroprocess 
industries are in both cases better off served by a distributor—we were 
talking now about loads of 2 or 3 thousand to 10 or 12 thousand 
kilowatts. There are a number of problems that they overcome. One 
of them is that it gives them a base in the community—and I might 
add that some industries have some preferences on this, too—and you 
will find that true even of some of the larger industries that Bonne- 
ville serves directly. For example, I mentioned 120,000 kilowatts 
which we had available in 1951—65,000 was sold to the Hanna Nickel 
Co. at Riddle, Oreg. They decided they wanted some roots in the 
community so they bought their wheel-turning power—which they 
didn’t have to do—from California-Oregon Power Co. And in the 
same way, When we were discussing this with National Metallurgical, 
they concluded there were some advantages in buying power from a 
local distributor. It gave them, they felt, a better root in the com- 
munity than if they purchased all their power from the Government. 
The other factor which they felt was important, too, was during these 
years since the war there have been times when the Government has 
had no firm power available for industry. There have been times 
when they have had some power available for industry. And some of 
these industries have felt that if they bought it from the local dis- 
tributor, the local distributor was taking a public utility responsi- 
bility to supply their increasing requirements. Whereas if they 
bought it from the Federal Government they had a contract demand 
and that was it and they had no assurances that their future power 
requirements were going to be supplied through the Federal Govern- 
ment. 

Senator Neupercer. Is that the fate of all of those who have con- 
tracts for direct purchases for industrial use, that they have no as- 
surance of a power supply after the contract terminates ? 

Mr. GotpnamMer. They have no assurance after the contract ter- 
minates. But more important is that I don’t think any of them feel 
that they are going to be forced out and their contracts are not going 
to be renewed. But their big problem is that they cannot get the 
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ower from the Government that they need for continued expansion. 
The only way they can get it is to buy on an interruptible basis which 
for some types of operations they do not like to do. For example, 
certain chemical operations, you can’t interrupt them. And from a 
marketing standpoint it is difficult. So a number of them, in recent 
years, and I think it was also true in earlier years, looked more to get- 
ting it from local distributors who were taking, they felt, a public 
utility responsibility to serve them their increasing requirements. If 
they need an additional 3,000 kilowatts next year, they felt that it 
was up to the local distributor, as part of his public utility responsi- 
bility, to supply that power, whereas the Government, in making these 
contracts, was taking no "responsibility to supply, any increasing 
amounts regardless of the markets. We ran into this problem. In 
Dr. Pearl’s statement is included, in one of the exhibits, customer- 
service policy, a statement permitting a policy which Bonneville has 
worked out which, on the smaller loads, permits the distributors to 
take over and supply the increasing requirements of some of these 
establishments. And that has been taking place; for example, Doug- 
las County PUD has served now a second furnace of Keokuk Electro- 
Metals; Washington Water Power has been serving part of the in- 
creased load of Pacific Northwest Alloys in Spokane that the Govern- 
ment couldn’t supply. 

Senator Neusercer. The memorandum of August 18, 1953, stated : 

The Department will not ordinarily undertake to dispose of power directly 
to consumers except to carry out eXisting contracts or renewals or expansion 
thereof. Nor will it use or permit the use of preference privilege as a means 
to provide power for large industrial consumers at the expense of domestic and 
rural customers served by other publicly or privately owned public utilities. 

That was in that memorandum. 

Mr. GotpHAMMER. Yes, sir. 

Senator Neusercer. I would like to ask you a question. 

Let us say there is an additional supply of Bonneville power pro- 
vided at the rate of 2 to 3 mills, depending on the benefit-cost ratio 
of the dams that are brought in. We won’t quibble about exactly 
what it will be, whether 2.2 or 2.7 or whatever it is. From your 
experience in charge of the Bonneville marketing program, which do 
you think would be the most beneficial use of that energy in the 
Northwest: that it go to industrial customers either directly or in- 
directly through someone else’s meters, or that it be distributed out 
among the customers as a whole, of either privately owned utility 
companies or publicly owned utility systems ? 

Mr. GotpnAmner. I feel that from the overall economy of the 
area it would be best if the thing were shared, if everybody got a 
part of any new power supply that came in. 

Senator Nevpsercer. Do you mean shared among privately owned 
utilities, publicly owned utilities, and industrial customers / 

Mr. GotpHamMeER. Yes; so that everybody would have a chance to 
expand their use in the region as a whole. 

Senator Nevunercer. What sort of a policy do you think would best 
provide that, Mr. Goldhammer ? 

Mr. GotpnammMer. I really couldn't say. It would be difficult off- 
hand to say what policy would. 
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Senator Nevpercer. I have great respect for your opinion because 
you actually have worked with this and you have more experience 
with this sale and allocation of power than anybody I know of. And 
you have been right at the grassroots of this problem. 

There has been a great deal of discussion here and through the 
region and through the country of the preference clause and of a 
utility responsibility clause which Mr. Lundy, I believe, proposed 
in his testimony yesterday on the regional cor poration, and so on. 
But how could such a goal be achieved legislatively, in your opinion ? 

Mr. GotpHamMer. My opinion is that the great problem is not 
primarily a legislative problem, it is a problem of having an average 
power supply built ahead of needs so that you have sufficient power 
for all the uses. Whether there is a preference clause or whether 
there isn't a preference clause is not too significant if you can tell 
anybody who comes here and wants to use more power in “their opera- 
tions, or wants to put on a program of stimulating power in the home 
or the farm, that the power is available for him. That in my opinion 
is the important thing. 

Senator Neupercer. You already have had to turn down a sub- 
stantial number of potential industrial customers, isn’t that true? 

Mr. GorpHamMer. The only customers that have been turned down 
in the Northwest are the very large block users. 

Senator Neusercer. But they have been turned down ? 

Mr. GotpHAmMMeER. That is right; they have been turned down. 

Senator Neverrcer. And in the present state of employment and 
economics'in the Northwest they would be desirable additions to the 
region; is that correct or incorrect, in your opinion ¢ 

Mr. Gorpramaer. You are talking about the present situation. At 
the present time the electroprocess ‘industries in the Northwest, due 
to the current downturn in business, are not producing at a very high 
level of capacity. What would happen if you had new operations in 
there? I doubt if they would go in at the present time. Aluminum 
reduction, as of June 1, I figured will be producing at about 55 percent 
of our total aluminum’ capacity. 

Senator Neusercer. We can’t predicate this hearing on the existing 
recession. If we do, we will certainly be basing a long-range pro- 
gram on what we hope is a temporary situation, because, while alumi- 
num is down in production, it is my understanding that steel, for exam- 
ple, is even more down, and that steel in the Pittsburgh area and other 
key areas—Cleveland, for example, which is down even more than alu- 
minum—— 

Mr. GotpnAmner. That is true in the Northwest, too. 

Senator Neusercer. I think it would be a mistake to base this hear- 
ing on this situation, because many of the greatest industries in the 
country are way down in their capacity as far as production is con- 
cerned. General Electric, United States Steel, General Motors, and 
Ford Motors: And we can’t base our viewpoint toward the electro- 
processing industry on the present situation. At least I hope not, or 
we will be in trouble for a long time. 

Mr. GotpuamMer. That is right. The point I was trying to make 
is related to my earlier st atement. If we can spread this power over a 
diversified use from the standpoint of marketing and economy, the 
economy as a whole, we probably will be better off. That is the brunt 
of the statement I was making, that they are down now. 
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If we get diversified use, we have from the standpoint of marketing 
power a greater assurance of continued revenues. From the stand- 
point of the economy as a whole, because these industries are not all 
down at the same time, if we get a dropoff in one industry maybe it 
comes back up and a dropoff in another industry, but if it is diversi- 
fied, the economy as a whole is better off. 

Senator Neupercer. One of the main reasons that some people ad- 
vocate a regional corporation is that they say that power development 
has not kept pace with need. I want to establish the fact that you 
have had to turn down some requests for large blocks of power for in- 
dustrial purposes. 

Mr. GotpHamner. That is correct. 

Senator Neusercer. That is true; is it not ? 

Mr. GotpHamner. That is correct. 

Senator Neusercer. With respect to aluminum, I do believe it will 
be pertinent to include in the record at this time a rather significant 
article from the New York Times of Sunday, May 18, about the open- 
ing of the vast Olin-Mathieson Revere Copper and Brass Ormet 
Smelter 40 miles south of Wheeling, W. Va., on the Ohio River. In 
this story they indicate their intention to operate at full capacity 
despite the present slump, because they evidently have amassed a 
great number of orders. 

Before we recess for noon I have a further question. Did this par- 
ticular operation ever seek a supply of Bonneville energy before it 
built this huge plant near Wheeling? 

Mr. GotpHammer. Yes, they did. 

Senator Neupercer. They did. 

Mr. GotpHamMer. They did seek to buy—how much power did 
they want in the Pacific Northwest? It was a very large amount. 

Mr. Peart. It was a large block. 

Mr. GotpHammer. I think it was in the order of 300,000 kilowatts. 
Their plant in West Virginia uses 400,000 ; does it not ? 

Senator Neusercer. That is right, and represents a capital invest- 
ment of $285 million. 

Mr. GotpHammner. I think in the Northwest they were seeking 
300,000 kilowatts, if I am not mistaken. 

Senator Neusercer. I think it is significant to put that in the record 
because we have such a critical employment problem in the whole 
Northwest, and here is a huge operation which I understand has a 
direct payroll of around 3,000 to 4,000 men and women, and it is open- 
ing within a few weeks on the Ohio River, and they did seek a power 
supply in the Northwest. 

The reason I asked this question, I talked with one of the officials of 
the corporation in detail about this last year, and as I recall he did 
indicate to me that they had approached you gentlemen at Bonneville. 

Mr. GotpHammMer. They did. 

Senator Nevpercer. It is important to point out that if we had had 
a larger power supply, it is certainly reasonable to presume that this 
huge industrial development would be opening today in the Pacific 
Northwest somewhere rather than on the Ohio River. Isn’t that a 
reasonable presumption ? 

Mr. GotpHam™er. That is right. 
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(The New York Times article, dated May 18, 1958, follows:) 


(The New York Times, May 18, 1958], 
SALESMEN “BEATING THE BUSHES FOR ORDERS AND GETTING THEM” 
By Jack R. Ryan 


Undeterred by the recession and the worldwide metals surplus, a major new 
producer of aluminum bowed in last week. The Ormet Corp.. started regular 
production at its aluminum smelter on the Ohio River near Clarington, Ohio, 
about 40 miles south of Weeling, W. Va. 

The smelter is 80 percent completed. When finished at the end of this year, 
the $110 million reduction plant will be the Nation’s second largest, able to turn 
out 180,000 tons a year. 

It is part of a huge new complex, which also has a coal-fueled power station 
built almost on top of a coal mine upriver, and a bauxite refining plant down- 
stream at Burnside, La. Together with associated shipping and terminal 
facilities and working capital, the complex represents a capital investment of 
$285 million. 

Ormet’s aluminum enters an already oversupplied aluminum market. Other 
producers have curtailed operations as much as 20 percent. The Government is 
reluctantly buying thousands of tons of surplus production under defense com- 
mitments signed during the Korean war. And offerings of Russian metal at 
cut-rate prices are increasingly disrupting markets abroad. 


CONSTRUCTION HELD STEADY 


There was no indication, however, that this situation was causing any fret- 
ting at Ormet or its parent companies. From the time ground was broken for 
the smelter 2 years ago, no part of the construction program was deferred or 
eut back. And the project is not supported by any Government money or 
purchase contracts. 

Ormet is owned equally by the Olin Mathieson Chemical Corp. and Revere 
Copper & Brass, Inc. Olin Mathieson which also has an option to buy an addi- 
tional one-sixth interest in Ormet, will receive two-thirds of the smelter’s pri- 
mary metal. The other third will go to Revere. 

The corporation between these two companies ends at the doors of the new 
smelter. From there on, they compete in selling products fabricated from 
aluminum. 

Walter F. O’Connell, president of Ormet and a senior vice president of Olin 
Mathieson in charge of its aluminum program, discussed the sales outlook with 
an air of thoughtful confidence last week at his Park Avenue office here. 

“Our sales force has been out beating the bushes for orders—and getting 
them—since last November,” he said. ‘“We’re selling with ingenuity and hard 
work. We have 109 salesmen each backed up by two or more men in engineer- 
ing, marketing and administrative functions. Most of our people have had from 
5 to 30 years’ experience in the metals field. Many came to us from longer- 
established aluminum companies. 

“But don’t forget, Olin itself is no newcomer in metals. We've been making 
and selling brass since 1915, and our reputation in the field is unsurpassed. 
This reputation has been a big help to our aluminum boys. Also, Olin engi- 
neered and operated Government-owned aluminum facilities during World War 
i” 

Mr. O’Connell believes the aluminum oversupply will be so brief that this coun- 
try may be faced with a shortage of aluminum by the end of 1960, even after 
all the now-slowed expansion projects are completed. Potential uses of alumi- 
num in automobiles alone, he said, total more than this Nation’s present 
capacity. 

“T honestly think this temporary excess of supply is a healthy thing for the 
aluminum industry,” he said. “The only thing that held aluminum back for 
many new applications was the lack of adequate metal in sight.” 

Mr. O’Connell, in 2 days in July, 1956, arranged loans totaling $200 million 
for the project from 10 banks and 20 institutional investors, principally insur- 
ance companies. 
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NEW ROLLING MILL 


Adjacent to the new smelter, Olin Mathieson is building a $60 million alumi- 
num rolling mill. It started rolling flat and coiled products last October, but 
will not reach its first-phase capacity of 60,000 tons a year until late in 1958. 
This mill’s second planned phase is expected to be completed in 1960, doubling 
its capacity. 

In charge as the new smelter made its debut last week was James W. Hutchi- 
son, Ormet’s vice president for reduction. He has 13 years’ experience with 
each of 2 other aluminum producers—the Aluminum Company of America and 
the Reynolds Metals Co. 

He said the start of the highly automated plant was the smoothest in his 
experience, an achievement he attributed to “meticulous planning, skill and 
just plain old-fashioned good luck.” 

He reported that the first potline, or series of electrolytic cells, almost im- 
mediately was producing metal 99.45 percent pure, a quality often not reached 
until after weeks of operation. Four other potlines, each able to pour 36,000 
tons a year, will start production at 60-day intervals beginning in late June. 

Ormet will obtain its bauxite in Surinam (Dutch Guiana) from the Dutch 
concern, N. V. Billiton Maatschappij on long-term contract. This will be trans- 
ported to Burnside, La., about 30 miles south of Baton Rouge, in three spe- 
cially designed ore ships, each with a capacity of 14,000 tons. 


TO START THIS MONTH 


The new $55 million Burnside plant will start production late this month, 
refining the reddish bauxite into alumina, which looks like powdered sugar. The 
alumina will go up the Mississippi and Ohio Rivers to the smelter in a fleet 
of pneumatic-loaded covered barges. 

The ore ships, the marine terminal at Burnside and the river transporta- 
tion equipment, costing a total of $35 million, are being leased on a long-term 
basis. 

The barges, in addition to hauling alumina, also will be used to transport 
bulk shipments of aluminum to Olin Mathieson plants at Chattanooga, Tenn., 
Gulfport, Miss., and East Alton, Ill., and to move chemicals for other company 
operations. 

In addition, the Pennsylvania Railroad recently completed a 12-mile spur 
line to the new aluminum works from its main line at Steubenville, Ohio. 

Ormet estimates that about 75 percent of the total United States aluminum 
market is within a 500-mile radius of its new Smelter and rolling mill. 

Senator Nreusercer. We have kept you gentlemen a long time, and 
you have been very patient. We will take a recess, if that is agree- 
able with everybody, until 2:30 this afternoon. We will meet again 
in this same room. 

(Thereupon, at 11:55 a. m., the subcommittee was recessed, to re- 


convene at 2:30 p. m., this same date. ) 


AFTERNOON SESSION 


Senator Neusercer. When we recessed for luncheon we were talk- 
ing about the distribution of such Bonneville power as has been avail- 
able in connection with the hope that perhaps the regional corpora- 
tion would make available greater supplies of power, and I was asking 
Mr. Goldhammer about how he felt the power should be distributed. 

I want to get into the fact that in 1953, I think, a 10,000 kilowatt 
ceiling was placed on any new customers of any of the utilities pur- 
chasing from Bonneville; is that correct ? 

Mr. Peart. That is correct. I have that in my statement I sub- 
mitted. 

Mr. GotpHammer. It is not exactly a ceiling. 

Mr. Peart. It isn’t a ceiling. I have it in my statement. I didn’t 
cover everything in there. It is of course only this, that they cannot 
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commit themselves for more than 10,000 without the approval of 
Bonneville Power Administration. In other words, we determine 
whether it is available. We have had very few occasions, if any, to 
turn anyone down that requested more than 10,000. 

Senator Neusercer. Could some customer of Bonneville, some util- 
ity that buys from Bonneville, whether Portland General Electric or 
Seattle City Light, to take a privately or publicly owned customer for 
power at wholesale, could that utility today sign up a new customer 
for them which would use more than 10,000 kilowatts of energy ? 

Mr. Pearu. Yes; if they had the power available from their own 
generation they wouldn’t have to consult us at all. 

Senator Neupercer. Could they acquire additional energy to take 
care of that customer ? 

Mr. Peart. They could, if we had it available. 

Senator Neupercer. Do you have it available? 

Mr. Peart. We do today, definitely, of course. 

Senator Nerupercer. Is that because of the diminution in the 
aluminum production ¢ 

Mr. Peart. No; it is not. This is a year in which we will have an 
appreciable amount of what we might call surplus power. Next vor 
isn’t quite as good and the year after again is very good. We have 
number of years, 4 or 5 years ahead of us now, when the Pe er snyiely 
picture is r ither good as I tried to say it rather modestly this morn- 
ing. 

Senator Nreusercer. Do you mean in the next 4 or 5 years, between 
now, let us say, and 1962 or 1963, you have 4 or 5 years ahead in which 
the power picture is favorable so far as supply is concerned ? 

Mr. Peart. That is correct. 

Senator Neusercer. Could you explain for the record why that is 
the situation, Dr. Pear] ? 

Mr. Pearu. I gave the figures this morning that answered the ques- 
tion. There is at present in the Pacific Northwest nearly 7 million 
kilowatts of generation licensed and under construction. 

Senator Neupercer. And there will be sufficient additions coming 
into production in those years to provide a favorable picture. 

Mr. Peart. There will be in excess of a half million coming in each 
year for the next 5 or 6 years. 

Senator Neupercer. Does this picture which you described contem- 
plate that John Day will be coming into the picture, or does it not 
include John Day? 

Mr. Peart. It includes John Day. 

Senator Nrupercer. When do you contemplate John Day will be 
included in that schedule ? 

Mr. Pearu. Roughly, 1968, at full capacity. Initial generation will 
start in 1966. 

Senator Neusercer. You project it that far ahead ? 

Mr. Peart. We project ahead 10 years normally. 

Senator Neupercrer. Mr. Mapes? 

Mr. Mares. Dr. Pearl, under the 20-year contracts it is my under- 
standing—and you might correct me if this is not accurate—that there 
is a reservation or guaranty to the private companies of a million and 
a half kilowatts during the period of the contract as it comes on line. 

Mr. Peart. We cannot sell any more firm power directly to industry 
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until we are supplying the private utilities with a half million kilo- 
watts. 

Senator Nevsercer. Do you mean a million and a half? 

Mr. Peart. One-half million. As of the time that we can supply 
them with a half million, we can then sell 70,000 directly to the indus- 
tries and then we can sell no more until there is a million and a half 
available for the private utilities. 

Senator Nevsercer. If during the next 5 years we have a surplus 
coming on the line, and the private utilities cannot use it, are you still 
restricted by the 20-year contracts from signing contracts with a 
new industry, for instance, for that power ? 

Mr. Peart. I imagine that is a legal question that I should ask 
Mr. Jourolmon to attempt to answer. 

Senator NEUBERGER. ¢ ertainly. 

Mr. Jourotmon. Excuse me for taking a few minutes to think that 
over. 

The contract that we have with the private utilities recites that the 
Administrator represents that he will adhere to a particular schedule 
in the supply of his customers. And first of course come the prefer- 
ence agencies. And then the 1,052,000 that the industries have as 
firm commitments. And after that the 500,000 that is referred to. 
Then another 70,000 and another million. 

I feel quite satisfied that although the contract does not express 
that if the utilities are offered the power up to a million and decline 
to accept it, and we at that time have the power that we would have 
to sit there and just wait, I don’t believe that that would be a rea- 
sonable interpretation of the contract. 

In other words, I don’t think the contract would be construed as 
saying that we would have to just hold 1 million kilowatts of power 
for sale when there is nobody to buy it, simply because the contract 
says that we will have 1,500,000 for the privately owned utilities. 

Accordingly, I think Bonneville would have to sustain an inter- 
pretation that it could at that time offer the power which could not 
be sold to privately owned utilities to industry or some other cus- 
tomer. 

I think this is a highly academic question because I cannot see any 
period of time in which in the next 20 years Bonneville will ever 
have 1,500,000 kilowatts for sale to either privately owned utilities 
or to industry. (See letter and supplemental statement, p. 370.) 

Senator Neusercer. Mr. Jourolmon, I have a question, and maybe 
Dr. Pearl should answer this. And this is not academic because this 
involves situations that are realities. When we recessed for luncheon 
Mr. Goldhammer mentioned that Olin Mathieson had asked for a 
huge amount of power, approximately 300,000 kilowatts, and you 
were not able to furnish them that amount for this huge plant they 
are now about to open in the Ohio Valley. 

A further reality is this: In the State of Oregon there is a proposal 
presently before the electorate to set up some kind of a State power 
agency. I believe there is a rival referendum being circulated but 
that is not at issue here. 

Suppose the State of Oregon sets up this State power agency. 
Could that agency buy from Bonneville, let us say, 300,000 kilowatts 
and make a considered decision that this State agency, representing 
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the State government of Oregon, would prefer to see that 300,000 
kilowatts used to found in Oregon this $285 million plant that is pres- 
ently about to be opened in the Ohio Valley, at the expense of pri- 
vately owned and publicly owned utilities systems in the State of 
Oregon? Is there any way under your regulations and under the 
laws that govern you that this State power agency could make such 
a decision and get the 800,000 kilowatts for this factcivy and funnel 
them into Oregon ? 

Mr. Praru. We have discussed that with our legal staff. Either 
Mr. Jourolmon or I could tell you what your opinion is. The use to 
which they were going to put the power would determine that. 

Senator Neupercer. It would determine. 

Mr. Peraru. If that power were going to be sold to a private indus- 
try, the legal have told us that they are not then a public group and 
therefore are not a preference customer and could not get it. 

Is that statement accurate ¢ 

Mr. Jourotmon. That is correct. 

Senator Neupercer. Explain that, will you, Mr. Jourolmon? 

Mr. Jovurotmon. It is our view that the preference clause itself 
would prevent our sale to a public agency which is set up for no other 
purpose than to divert power as a middleman wholesaler to a non- 
preference customer, if you see what I mean. If that were the pur- 
pose of setting up a State agency, simply for the purpose of circum- 
venting the preference statute I doubt if the courts would sustain 
that view. 

Senator’ Nevsercer. That purpose is not stated in the statute which 
sets up the State power agency. But couldn’t the authorities in that 
agency, and the people in charge of its policies, make a considered 
decision that they felt this 300,000 kilowatts would be of more use to 
the welfare of Oregon if allocated to one huge industrial employer, 
rather than spread out over all the customers of a private utility sys- 
tem or a publicly owned utility system? Wouldn’t that be within 
their prerogatives to decide once they had bought the energy from 
Bonneville? Or would the courts, as you interpret it 

Mr. Jourotmon. I am satisfied, Senator Neuberger, that the courts 
would look at the realities of the situation, rather than simply at the 
fiction of this. After all, you are talking about setting up a State 
agency that would own no facilities, have nothing except a letterhead 
and a name on the door, and it would buy the power, Bonneville would 
serve the power really directly to this particular corporation that you 
are talking about. 

Although matters of this sort are never quite this clearcut, I think 
any court would look through the fiction and say this is not a true 
preference agency. 

(See letter and supplemental statement, p. 370.) 

Senator Neupercer. Then let me ask you a corollary question. 
What if the operators of Seattle City Light, which is a large pur- 
chaser of Bonneville power, decided that they would like to allocate 
300,000 kilowatts of low-cost Bonneville power for this large Olin 
Mathieson payroll, and in turn provide their own steam power or 
thermal power in the Puget Sound area to take care of the residential 
customers, could they do that under your law ? 
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Mr. Pearu. We have that exact question. Seattle entered into a con- 
tract with the Bethlehem Steel and they had to meet the load with 
their own facilities, which they could do a year later. We supplied 
them interruptible power to carry the load until such time as their 
generation was available so that they could take care of this electric 
steel furnace or furnaces. 

Senator Nevsercer. In other words, Seattle City Light could take 
on this 300,000 kilowatt load, but an Oregon State power agency could 
not ? 

Mr. Pearu. The Seattle are taking care of it with their own genera- 
tion, and the Oregon group would not be taking care of it with their 
own generation. They would be taking care of it with generation that 
they obtained from the Federal Government. 

Senator Nrupercer. Except this, it is obvious that Seattle City 
Light would only be able to take care of that load for this large alu- 
minum payroll by furnishing them the Bonneville power, because un- 
doubtedly the thermal power would be too high in the Pacific North- 
west at the end of the railroad line to make possible that smelter. 
They would have to sell the Bonneville power at your 2- to 3-mill rate 
to make feasible the establishment of that industry in the Puget Sound 
area. 

It would be the Bonneville energy that would go to that industry, 
whereas they then would go and. perhaps provide for alternative 
sources to take care of the residential customers who lost their energy. 

Mr. Peart. You will find they did not sell this power to the steel 
companies at the Bonneville rates. They sold them at their regular 
rates which were higher than our rates. 

Senator Neupercer. Couldn’t they furnish it at a low industrial 
rate to the Seattle City Light lines if they chose to do so, to get that 
payroll in the Puget Sound area, with its economic benefits ? 

Mr. Peart. I am not sure. I imagine perhaps the answer to your 
question is yes, but I am not positive. 

Mr. Gorpuammer. They can fix their rates any way they choose. 
They can discriminate against one class of customer as compared to 
another class of customer. 

Senator Neusercer. But an Oregon State power agency could not 
get this 300,000 kilowatts. 

Mr. GorpHam™er. As a matter of fact, Seattle City Light could 
not get it, either, because there is not 300,000 kilowatts that could be 
available for a new load any 1 year unless you plan generation for it. 
You mentioned carrying it with stream. Seattle hasn’t enough steam 
or other resources to carry that large a load. They could if ‘they put 
in the Boundary hydroelectric plant, for example, that they are talk- 
ing about, they could take that equivalent amount of power from 
Boundary to serve their own loads and serve the aluminum plant at 
very low rates. 

Instead of their rural and domestic customers getting the advantage 
of the Federal power they would be paying the higher cost of the Seat- 
tle’s own generation. 

Senator Nevupercer. In your August 18 memorandum, which Mr. 
Jourolmon referred to, there is a substantial determination on your 
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part as to who the so-called preference customer will in turn sell the 
power onto. You say— 

Nor will it use or permit the use of the preference privilege as a means to pro- 
vide power for large industrial consumers— 

et cetera. 

I understand—and Mr. Dubrow maybe can check me on this, be- 
cause I see Mr. Stevens has left—I understand on January 24 the 
Department of the Interior sent power-marketing policy directives to 
the eastern and western divisions of the Missouri Basin project, and 
that item 3 of that criteria stated : 

The conditions of sale will not be predicated upon the proposed use of the 
power by the customer. 

Is that correct or incorrect in that Missouri Basin criteria? Is there 
such a criteria in there or not? 

Mr. Dusrow. I am not familiar with that. We can certainly 
check it. 

Senator Nevupercer. Will you check it and let us know if the quo- 
tation I have made is in there? The reason I raise this point is this: 
I think I indicated with Mr. Stevens this morning that there is cer- 
tainly some difference in emphasis with respect to the preference 
clause as to the States on the Missouri River regarding S. 497, the 
omnibus rivers and harbors bill, and the report we have had on the 
preference clause in the Bonnev ille Act with the Department recently. 

If you have one criteria in your August 18, 1953, memorandum for 
Bonneville, and another criteria in the 1954 memorandums on the Mis- 
souri River Basin project, we ought to know that for this record, and 
perhaps it will be useful to the Department also, so that there could 
be standard policies. 

Mr. Dusrow. We certainly will do that immediately, Senator. 

(The information requested is as follows :) 


SUPPLEMENTAL STATEMENT OF MORGAN DUBROW 


In accordance with your request, I have looked into the January 24, 1954, 
Department of the Interior power-marketing policy directives for the Missouri 
Basin. Item 3 is correctly stated. I find that the power-marketing criteria for 
the Missouri Basin was established with full knowledge that the area load to be 
served consisted almost entirely of rural and domestic customers. Power, mar- 
keted by the Bureau in the Missouri Basin, is not available in quantities and 
at prices that are attractive to heavy electrometallurgical and electrochemical 
plants and other heavy industries. The specific criteria referred to, “The con- 
ditions of sale will not be predicated upon the proposed use of the power by 
the consumers,” was in fact established to make clear that rural cooperatives 
and other customers would be able to use Federal power to serve small com- 
mercial establishments and other semi-industrial loads which are a normal part 
of the load of their service areas, without in each instance getting clearance 
from the Bureau of Reclamation. 


Senator Neusercer. Thank you. 

Mr. Mapes, do you have any questions ? 

Mr. Mares. I am not sure that I got the complete answer on the 
20-year-contract problem from Mr. Jourolmon. The reason I ask 
is that these hearings of course are directed to a considerable extent 
to the effect of this whole marketing problem on the industrial 
growth of the Northwest. 
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Mr. Norwood, in his testimony submitted for the record yesterday, 
stated that by prohibiting Bonneville from selling more than 70,000 
kilowatts to industry until the private utilities had received their 1144 
million kilowatts of firm power, the contracts tend to freeze the in- 
dustrial development of the Northwest at close to the 1953 level. 

What I am trying to determine is the accuracy of that statement 
in the light particularly of the fact that you have available in the 
next 5 years this additional power, some of which might very well 
go to industry if the 20-year contracts would not prohibit it. 

Mr. Peart. I think there is one item there that has not been cov- 
ered, and that is power is available from sources other than Bonne- 
ville for industrial development. 

As I told you this morning, the estimates of the growth, power 
usage in the Northwest, there is always included in these estimates 
power for normal industrial growth of the area. And so power is 
available from the sources other than Bonneville for industrial 
growth. 

In other words, it would not be frozen except insofar as the Fed- 
eral generation is concerned. 

Mr. Mares. That is primarily what we are concerned with here. 
As to the Federal generation, that power is frozen. 

Mr. Prearu. Yes; it is frozen in accordance with the statements we 
have just made. That is of course for these large blocks. If any of 
our customers come in, our preference customers, for example, come 
in and request power, it is available, it is in our estimates, and it is 
available because of new generation, Federal so to speak, as well as 
other. It is available for normal industrial growth. 

Mr. Mares. Presumably the additional private generation would 
be partially available for industrial growth in the area. 

Mr. Pearu. Certainly. That is true. When you say private, we 
refer to it as non-Federal because there is public and private genera- 
tion, both, under construction. 

Mr. Mapes. I realize there is much public generation coming on 
the line, too, in the next few years. 

What I was getting at was the possibility, at least, that the avail- 
ability of a million and a half kilowatts to the private companies 
might very well make it possible for them to provide some of these 
industrial loads which the Government itself could not provide. 

Mr. Peart. Our 10,000 limitations that we write in all contracts 
today is to prevent any one customer from bringing in a large mass 
consumer of electricity and therein preventing the others from ob- 
taining power for normal growth. 

Mr. GotpHam™er. In part answer to your question, in the private 
utility contract, a privately owned utility cannot take on a load over 
10,000 kilowatts unless they provide their own generation for it. 
Whereas in our public-agency contracts the provision is merely that 
they have to contact the Administrator whereby he will determine 
whether or not the power is available. 

But any private utility who takes on an industrial load of 10,000 
kilowatts or more must do it from his own generation. 

Mr. Mapes. Perhaps that is the answer to the question I asked pre- 
viously about the effect of the 20-year contracts in the next few years 
of surplus energy. If the Administrator determines that the energy 
is available 
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Mr. GotpHamMMeEr. The public agency can take it on. 

Mr. Mares (continuing). The public agency can serve an industrial 
load. 

Mr. GotpHAmMER. That is right. 

Mr. Mares. But the Bonneville Power Administration cannot serve 
it directly. 

Mr. Peart. That is correct. It would be through a public agency. 

Senator Neusercer. We have been talking about the Olin Mathie- 
son load of 300,000 kilowatts, which is a great exception. There are 
only a few loads like that. Are there any important industries which 
might locate in the Northwest if they could get loads between 10,000 
and 300,000 of wholesale power at the prevailing market industrial 
rate? Have you had experience with such, Mr. Goldhammer ? 

Mr. GotpuamMer. Offhand I would not know of any that would 
not buy through a distributor. We have some loads now that are 
being considered, that are much larger than 10,000 kilowatts which 
will not be served by Bonneville but will be served by some dis- 
tributors. The question involving them is not one primarily of low- 
cost power, although low-cost power aids them in their competitive 
position. Their resource base, for example. We have one that we 
have been able to provide power for through a distributor who is a 
preference customer, a load of 35,000 kilowatts for a pulp and paper 
plant. They bought a large block of timber and they are going to 
utilize it by putting in a pulp and paper plant. They will be served 
by some distributor, wherever they decide to locate. 

Senator Neusercer. They will not buy directly ? 

Mr. GotpHamMer. No; Bonneville will make the power available 
for them. 

Senator Neupercer. Bonneville will make the power available ? 

Mr. Gotpuamoner. If one of the public agencies serves it. They 
have contacted three different ones; have they not ? 

Mr. Peart. Yes. 

Mr. GotpHamMer. We have told all three of them that at the pres- 
ent. time the power is available if they want to go ahead and serve it. 

Senator Neupercer. Which is the decisive factor in their locating 
the power rate or the timber supply. 

Mr. GotpHamner. The timber supply in this particular case. 

Senator Neupercer. The power rate is incidental there. 

Mr. GotpHAMMER. It is one of the costs. 

Mr. Peart. It is relatively the same. Relatively it is the same be- 
cause they have contacted three public agencies. 

Mr. GotpHammner. It doesn’t make any difference where they go, 
they will get the same rate wherever they locate. The fact that will be 
important for them as to which location they take will be the best in- 
dustrial site with respect to water, probably, because they need large 
amounts of water for a pulp operation. 

Senator Neusercer. Do you have any further questions ? 

Mr. Mares. Dr. Pearl, I would like to ask one question concerning 
a statement in your prepared statement about the operations of the 
Northwest Power Pool. You mentioned the fact that they made 
available an additional 600,000 to a million kilowatts of power in 
addition to the actual resources of the region. 

I want to refer to your statement of last week in another hearing, 
that the pool operates, you said, I believe, on a week-to-week basis? 
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Mr. Pearu. It is a voluntary operation. It really operates you 
might say on a day-to-day basis. 

Mr. Mares. A very short term anyway. 

Mr. Peart. Yes. 

Mr. Mapes. This power is available. Who sells it? Every mem- 
ber of the pool ? 

Mr. Pearw. That is correct. Everybody derives benefit as a result 
of that. 

Mr. Mares. On what basis would that power be sold ? 

Mr. Pearu. Just the same as all their power. It doesn’t show up 
in that way. In reality it means that you do not have to have the 
reserves. If everybody operated independently, each generating util- 
ity would have to have a reserve. But when you pool this, you don’t 
need that reserve. And as a result of that, more power is available 
for each one of the generating groups to sell. And it is sold just the 
same as their own generation is sold. It is not a special kind of power, 
you know. It is the result of taking advantage of diversity: River 
flows, temperatures, change in time, east and west of the mountains, 
and all of these factors. 

Mr. Mapes. If the pool were not such a completely voluntary or- 
ganization, if it were a firm contractual group, would it be possible 
to sell some of this power on a firm basis ? 

Mr. Peart. It is sold on a firm basis now. 

Mr. Mares. It is, under the arrangement you described ? 

Mr. Peart. Under the present setup. 

Mr. Mapes. In other words, there is nothing that could be written 
into this bill which would increase the value of that pooling arrange- 
ment ? 

Mr. Peart. No; not as I see it, because it is sold right now. 

Mr. Mapes. I have one question I would like to address to Mr. 
Jourolmon. 

Mr. Lundy made the statement yesterday that one of the weaknesses 
in the proposed bill he thought was the absence in the bill of a real 
public utility responsibility clause. As a result of that, Mr. Norwood 
has proposed an amendment to the bill which I would like to have 
your legal judgment on, Mr. Jourolmon, if I may. Do you have a 
copy of the bill there? 

Senator Neupercer. S. 3114. 

Mr. Jourotmon. I have it. 

Mr. Mares. He proposed three amendments. At page 4, line 25, 
he suggests the deletion of the word “such.” 

At page 5, line 1, after the word “facilities” he suggests inserting 
the phrase “including such,” referring to the generation to be author- 
ized by Congress. 

Mr. Jourotmon. Where are the words to be inserted ? 

Mr. Mares. After the word “facilities.” 

Then on page 5, line 5, at the end of the sentence ending with the 
word “Northwest” he proposes adding the following sentence: 


The Corporation is authorized and directed to construct and to so schedule 
the construction of generating facilities or to purchase and exchange power so 
as to meet the net power requirements of the Pacific Northwest as covered by 
power sales contracts. 
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That would appear to be a very firm utility responsibility clause. 
Do you have any opinion as to the effect that would have on the power 
situation in the Northwest if this bill were enacted, including that? 

Mr. Jourotmon. Let me read back to you 

Mr. Mares. There is nothing like asking a lawyer for a curbstone 
opinion. 

Mr. Jourotmon. I agree with you. 

Let me read back to you the language now that you have given me, 
and see if I have this the way you want it. It would now read this 
way: 





Subject to the provisions of this Act, the Corporation is authorized to acquire, 
construct, operate, maintain, and improve in the Pacific Northwest hydroelectric 
projects or other power-producing facilities, including such as may now or 
hereafter be authorized by the Congress, and shall dispose of all electric energy 
generated in the operation of Federal hydroelectric projects and other power 
facilities in the Pacific Northwest. 

That sentence by itself, it seems to me, in the way that you have 
now modified it, makes the Corporation a Corporation which will be 
empowered to own generating facilities and to use almost any method 
that is conceivable in obtaining those generating facilities. It may 
construct them, it may acquire them, it may obtain them through ap- 
propriations made by Congress—several different ways. 

It would appear to me that under that you have set up a system 
by which the Corporation could always proceed, assuming that it 
would have proper financing, to meet needs. Then you have added 
a new sentence here which reads: 

The Corporation is authorized and directed to construct and to schedule the 
construction of generating facilities or to purchase and exchange power so as 
to meet the net power requirements of the Pacific Northwest as covered by power 
sales contracts. 

That sentence appears to me to be a directive to the Corporation 
to proceed under that first sentence in order to meet the power needs 
of the region, and it is an approach toward public utility responsibil- 
ity to set the two up. 

I understand that there have been placed in the record several docu- 
ments that I wrote back in 1953 at the time the public utility re- 
sponsibility was being considered by a task force of a number of dif- 
ferent interests in the region, in which I questioned whether it was 
possible for any Government agency to have true public utility re- 
sponsibility in the sense that the courts have applied that term to 
operating utilities. 

Public utility responsibility is a term which has been used very 
loosely in the Northwest. But the courts use it to stand for some- 
thing very specific. The courts use that term “public utility respon- 
sibility” to indicate that the courts themselves have the right to step 
in and say, “You shall serve this particular customer because you have 
a public utility responsibility.” ' 

Mr. Mares. That is a legally enforcible responsibility. 

Mr. Jourotmon. It is a legally enforceable responsibility in court. 
And as I looked at the problem when this was loosely discussed in 
the Northwest, I thought that there could be no court that could order 
Congress, for instance, Senator Neuberger, to appropriate money to 
build a dam because of the fact that there is a need for power in the 
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Northwest. The United States itself cannot be ordered, or made sub- 
ject to public utility responsibility. 

As I understand what is attempted here, it is the purpose to vest in 
this corporate entity virtually the same responsibilities that a pri- 

rately owned utility would have. I still do not know whether a 
court would go ahead and require your Corporation to build a dam, 
build an atomic energy plant, to build a steam plant, if your 300,000- 
kilowatt plant of the Mathieson Co. were applying and actually went 
into court to ask the court to issue a mandamus to the agency. But 
at least you have language, I think, which approaches it “much more 
than any language which you can find in the Bonneville Act at the 
present time, or any responsibility that Bonneville has. 

Bonneville’s responsibility now is purely statutory responsibility to 
be carried out under the contractual authority which it is given. 

Senator Neupercer. I was going to say this, Mr. Jourolmon, and 
this is a technical legal question: You have been confronted with this 
language just a few minutes ago. I would appreciate it if, after 
you return to your office, and you do have time, let’s say in the next 
2 weeks, if you could give us a further and more considered opinion 
in fairness to yourself and to the issue involved. We will hold the 
hearing record open for several weeks for that and other purposes. 
I think that that is the thing to do on language which is this technical 
which has just been presented to Mr. Jourolmon verbally. I think 
that is fair to him. 

Mr. Mapes. That is fine, Mr. Chairman. I would suggest, as I 
analyze it, that the question is whether a mandamus action would lie 
against the members of the Board, or the management, under the 
authorization and direction by the Congress. 

Mr. Jourotmon. I thought that was the question that you were ask- 
ing me, and I am not prepared to really say. I would have to give 
a good deal of study to it. 

“(See letter and supplemental statemnet, p. 370.) 

Senator Neupercer. I can understand that. I want to ask Mr. 

. Goldhammer a further question, if I may. 
. Mr. Goldhammer, you are in charge of commercial marketing of 
) Bonneville power. Have you yourself confronted any situations 
where the preference clause, as such, has kept you from providing 
service or energy to any potential commercial or industrial customers 
for Bonneville? 

Mr. GotpHamner. None that I can think of. 

Senator Neusercer. Can you think of any in the foreseeable future, 
the next 2 to 5 years, where the preference clause will be a determin- 
ing factor in the providing of energy for potential customers in this 
field ? 

Mr. GorpHamner. No; I don’t think so. I think that the only 
question that would come up with respect to the preference clause 
would be the very large block industries that we were talking about a 
little while ago. Our experience in that in the past has been that we 
serve them out of large new dams that have become available, where 
you had a very large block of power coming in at any one time. 

And of course now the loads are growing at a much more rapid rate 
than they were 15 years ago when we were selling power to the 
aluminum industry. So that larger blocks are needed for annual 
growth. 
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This is explained partly in Dr. Pearl’s statement: We have con- 
tracts with our preference customers which state that we will give 
them 5 years’ notice at any time that we can’t meet their require- 
ments, 5 years in advance. And the only time that that question that 
you raise would come into play as if you had a very large load you 
would not be able to serve them and still give the public agencies 
5 years’ notice. 

Senator Nevunercer. In other words, Dr. Pearl mentioned a little 
earlier that he contemplated ample power supply for approximately 
the next 5 years at least, and he contemplates John Day being com- 
pleted on schedule about 1968, I believe he told us. 

In other words, you do not foresee any situation where the prefer- 
ence clause would operate to withdraw power from a customer in the 
immediate foreseeable future? Is that correct or incorrect ¢ 

Mr. Gop AMMeErR. From an industrial customer. 

Senator NeuBERGER. From an industrial customer ? 

Mr. GotpHAmMMER. No. 

Senator Nrevusercer. Do you see any situation in the immediate 
future where the preference clause would withdraw power from a 
private utility customer ¢ 

Mr. GotpHamMer. Yes. According to our schedules the amount of 
power that we will be supplying private utilities will start decreasing 
in a few years. This year we will probably supply them about 
700,000 kilowatts. Next year will be a larger amount and the follow- 
ing year it will be a larger amount and then it will start to decrease. 

Senator Neupercer. In other words, you think it will start to de- 
crease about 1961 or 1962. I want to get this in terms of actual years 
so that the record is more precise. 

Mr. GotpHAmMer. I will give you the figures. 

It will remain at a fairly high level until 1962. And then it falls 
off very rapidly. According to our present schedules, by 1965 the 
only amount of power that we will have still available for the private 
companies, on this schedule that we have of John Day, according to 
the President’s budget, will be the amount that is reserved by geo- 
graphical preference. 

Senator Neupercer. Let me get this straight. In other words, you 
think the diminution of the power available to private companies will 
commence about 1962 ¢ 

Mr. Pearu. 1963. 

Mr. GotpHAaMMeER. It falls off rapidly in 1962 and 1963. For ex- 
ample, 1961-62 will be less than 1960-61, but the decline is small. 
By 1962-63 it will start declining; 1962-63 will be substantially less 
than 1961-62. 

Senator Neusercer. Why will that decline take place? What com- 
peting loads by preference customers will cause it ? 

Mr. GotpHamMeER. It is the normal growth of the preference cus- 
tomers; I should say it may. The preference customers are also put- 
ting in generation. At the present time they have been selling most 
of that to private companies. If they should use it themselves that 
would mean that they would be using this other power and the Federal 
power would be available for the private utilities. 

Senator Neupercer. Are there any particular preference customers 
that will cause this potential withdrawal because of their heavy de- 
mands on the Bonneville system ? 
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Mr. GotpHammer. I would say it is all of them. It is the load 
growth of the entire group. 

Senator Neupercer. Large or small—— 

Mr. GotpHAMMER. Yes. 

Senator Neupercer. Preference customers? 

Mr. GotpHammer. The growth varies. The larger ones like Seattle 
and Tacoma have a larger system and greater growth. And Blaine 
County Co-op, you hardly notice the growth. 

Senator Nrusercer. From your experience with this situation, and 
what you foresee in 1962 and thereafter, do you believe that the pref- 
erence clause should be changed or modified to prevent such a situa- 
tion from occurring ? 

Mr. GotpHam™eER. Do you mean prevent this withdrawal ? 

Senator Neusercer. Yes, sir. 

Mr. GotpHAmm™eER. I would say that—I am not going to answer your 
question directly, but indirectly by saying that as far as our present 
contracts are concerned it doesn’t make any difference whether the 
preference clause is changed or not. It will have the same distribu- 
tion of power. 

Senator Neupercer. Explain that. 

Mr. GotpHammer. We have contracted with the public agencies and 
with the privately owned utilities on the basis of certain clauses and 
certain schedules. The public agencies, regardless of any change in 
the laws, cannot get any reduction in their power unless we give them 
5 years’ notice. Their contracts, which are mutual contracts, provide 
that the Government: No. 1, cannot at any time withdraw power from 
them; secondly, that the Government will meet their power require- 
ments, all their power requirements except for industries over 10,000 
kilowatts. 

Third, that if any time that the Government can’t meet these re- 
quirements they will give them at least 5 years’ notice, and at the time 
that they give them the 5 years’ notice, for the balance of the terms 
of their contract they will provide them their full requirements for 
the fifth year of notice. 

Senator Neusercer. In other words, even if the preference clause 
hypothetically should be repealed by Congress and the President, 
these withdrawals that you contemplate in the 1960’s still take place # 

Mr. GotpHamMeER. Suppose the law is changed. It would be 1964, 
probably, before any limit could be placed on the public agencies. 
And by that time nearly all of the power that is now being provided 
the privately owned utilities would have been withdrawn. 

Senator Nevpercer. So the preference clause as it oe exists 
is not a direct factor in these withdrawals that may take place ? 

Mr. GotpHAmmer. It was a direct factor in the contract, but now 
we are bound not only by the preference clause but we are also bound 
by our contracts. 

Senator Neusercer. Let me ask you, then, a further question. Do 
you think that the preference clause in its present context is advisable 
in the Columbia River Basin? I want to amplify that question, too. 

At the time the preference clause was put in the Bonneville Act— 
and I think it was an excellent thing that it was put in the Bonneville 
Act, and I want to make that clear—there was very little rural electri- 





fication in the Columbia Basin. I believe, only about 24 percent of 
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the farms in Oregon were electrified, about 28 percent in Washing- 
ton, and substantially less in western Montana and Idaho. Those 
figures are just from memory. 

“Mr. GotpHamMer. It was very small. 

Senator NEUBERGER. Certainly no more than a quarter of the farms 
were electrified at that time. 

I think it is well that the rural electric co-ops, and so on, were 
protected in their power supply so that they could bring electricity 
to the farms with all that it meant. 

I also think it was a very important factor in the growth of many 
important PUD systems and municipal systems, 

Do you think that present conditions, conditions that existed in 
recent years and probably will exist in future years, would advise the 
continuation of the preference clause in its present form? I ask that 
question because this has been a great deal of controversy in the 
Northwest. 

Mr. GotpHammer. I will give you my personal opinion, which 
may not be the same opinion as Dr. Pearl’s or 

Senator Neupercer. I realize this is your personal opinion, but I 
think your personal opinion is important because you perhaps more 
than anybody else in the Northwest has had experience with com- 
mercial loads supplied by Bonneville. 

Mr. GotpHamMer. What is taking place in the Northwest today 
indicates that for the protection of the public bodies there is not as 
great a need for the preference clause. As you mentioned before, 
there was a need to protect these bodies to get the supply to them 
15 years ago. 

in the first place, the large municipalities—and in that large muni- 
cipalities I would include “the medium-sized ones like Eugene—are 
going ahead to make plans for their own power supply. They were 
in existence before the Bonneville Power Administration was in exist- 
ence. If Federal power were not available to them they would have 

taken care of their power supply in the intervening years and they 

would have it by developing, for the most part, in my opinion, hydro- 
electric projects. They are making investigations on such projects 
now. 

The smaller PUD’s are not in as favorable a position individually to 
go ahead and develop projects. They don’t have a large enough load 
growth to bring in a single project in any one year. However, the 
PUD’s have also organized as a group to develop power projects. The 
co-ops are in the process of some organization. There is one, Lewis 
and Clark, a generation and transmission cooperative, that has been 
organized, and they will be in a position to take care of their needs. 

The problem, as I see it, is one that is quite different. because these 
people are getting organized so that they can develop their own 
projects, and it isn’t very long in the Pacific Northwest, before they 
are going to have to depend upon steam or nucle: ar energy to provide 
their basic growth. So I think that the setting is entirely different 
than it was 20 years ago when the Bonneville Act was passed. And 
[ think that the public agencies can go out now and develop their 
own power supply. 

Senator Neusercer. Thank you very much, Mr. Goldhammer. 
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I have one other question. You have certainly been tolerant of 
all the questions that I have asked you. I am going to ask you one 
other question. 

I have a letter from the Aluminum Company of America, from 
their headquarters in Pittsburgh, dated May 20, just the day before 
we opened these hearings, and the letter, of course, will appear in the 
hearing record in full, and I think it is a very significant letter. I 
am also going to include a letter from the Victor C ‘hemical Works, of 
C hicago,. the Hanna Nickel Smelting Co., and some others, but I want 
to read you a paragraph from the letter of the Aluminum Company 
of America, signed by Leon E. Hickman, vice president and general 
counsel. I would like you to comment on this paragraph, because it 
bears directly on your own responsibilities and some of the things you 
have been telling us. 

The further growth of our company in the Northwest will be directly affected 
by the growth of markets in that area. Our present production is far above 
consumption in the Northwest; and future expansion must await the increase 
of local markets so that the materials produced in that area may be used 
there. More important to our company—and, we believe, to the Northwest— 
is the matter of assuring the continued operation of our present plants which 
add so much to the economy of that area. We would like to be assured of 
economic sources of power for long enough periods of time to make it possible 
for us to justify expenditures which are necessary to keep our present facilities 
up to the highest state of the art. We should, of course, have contracts for 
sufficiently long periods to amortize our investments in the plants. In addition 
to our two aluminum smelting plants, we have built in Vancouver, Wash., a 
rod, wire and cable mill and an extrusion plant. These two plants were con- 
structed in the Northwest as a result of surveys which indicated that markets 
there would support their operation. We would naturally expect these facilities 
to be expanded when markets in that area require. 

That is the end of the quotation. I would like you to comment on 
this statement of the vice president and general manager of Alcoa: 

We would like to be assured of economic sources of power for long enough 
periods of time to make it possible to justify expenditures which are necessary 
to keep our present facilities up to the highest state of the art. 

Do you have any comments on that that would be pertinent to the 
hearing record? I think it is quite a significant letter. 

Mr. Gorpuamner. I think that we alre: ady have in the testimony 
that was presented by Dr. Pear] the contract with all our customers, 
including the aluminum companies, when they expire and so forth. 
Our first contract with Alcoa at Vancouver was signed in 1939. It 
has been extended since then. If I remember cor rectly their present 
contract expires in 1970 or 1971. 

In the first place, we are limited under the Bonneville Act to a 
20-year contract. In my opinion on the sale of power, a 20-year con- 
tract is ample. Our checks of contracts with other es in other 
parts of the country indicates that most of them are for 5 and 10 
years, and that they don’t normally go as long as 20 years. 

The second proposition that has come up with respect, to these in- 
dustries is whether you rewrite these contracts every year and extend 
— for 20 years. We have taken the position that when these con- 

‘acts come due, or when there is a substantial change in conditions, 
we will rewrite these contracts for a 20-year period. “But that we are 
not going to rewrite these contracts every couple of years and extend 
them for a 20- year period. 
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We have recently rewritten a couple of industry contracts that were 
nearing their expiration date. I think one we rewrote last year had 
3 years yet to run. But these contracts that have 12 to 15 years to 
run we feel we should operate under the existing contract until such 
time as there is a substantial change of conditions or the contract is 
about to expire. Then we will negotiate a new contract with them, 
probably on a 20-year basis. 

Dr. Pearl, do you want to add anything to what I have said? 

Mr. Peart. Senator Neuberger, they have been in twice since I have 
been at Bonneville, asking to renew their contract. Their contract 

expires in October 1971. That meant that when they came in and 
pa to renew their contract it had been, in one case, 14, and in the 
other case 16 years yet to run. Since they had a 20-year contract, 
with 16 years to run, it would seem that that was asking for renewal 
a long way ahead. I can understand their statement, because that is 
just basic ally what they have said. And I think again, I could easily 
tell you my opinion. Personally, it would perhaps be a legal ques- 
tion as to whether we could assure them of another 20-year contract 
when this one expires. That is something I have not gone into, for 
I felt that 15 years ahead of the expiration date is quite a while to 
do that. 

Senator Neupercer. I understand. I wanted your comment on it 


because their letter was fairly pointed in that respect. 
(The letters follow :) 


ALUMINUM COMPANY OF AMERICA, 
Pittsburgh, Pa., May 20, 1958. 
Senator RicHarp L. NEUBERGER, 
Committee on Public Works, 
United States Senate, Washington, D. C. 


DEAR SENATOR NEUBERGER: We have your letter of May 12 regarding hear- 
ings to be held by the Senate Public Works Committee on Rivers and Harbors 
on bills 8. 2206 and 8S. 3114 on May 21, 22, and 23. These bills are amendments 
to the Bonneville Project Act. 

You asked if our company would present testimony concerning these amend- 
ments, either by personal appearance or in the form of a written statement. We 
regret that it will not be convenient for us to make a personal appearance on these 
dates. Therefore, we will give our thoughts, relative to the specific questions 
raised in your letter, in writing. We will number our comments in the same 
order as the questions are numbered in your letter. 

1. Low-cost power from the Bonneville Power Administration system was a 
factor in influencing our company to locate our two plants in the Northwest. 
But since these plants in the Northwest were built at times of real urgency 
insofar as the need for expanded aluminum productive capacity was concerned, 
the most important consideration was the availability of large blocks of power. 
I am sure that you will recognize that an aluminum smelting operation re- 
quires large quantities of continuous electric energy. 

2. The present Bonneville rate is of importance to our present operations, 
just as any other cost factor. However, we should point out that the aluminum 
industry in the Northwest is presently at a serious disadvantage because of its 
remoteness from raw materials and from markets for much of the finished prod 
uct. Transportation costs have so increased in recent years that, under present 
conditions, the Ohio Valley area has a considerable economic advantage over the 
Northwest. Consequently, for the Northwest to compete for additional aluminum 
production at this time, power costs would have to be much lower than the 
present Bonneville rates. 

8. The future growth of our company in the Northwest will be directly 
affected by the growth of markets in that area. Our present production is far 
above consumption in the Northwest; and future expansion must await the in- 
crease of local markets so that the materials produced in oe area may be used 
there. More important to our company—and, we believe, to the Northwest— 
283383—58 —24 
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is the matter of assuring the continued operation of our present plants which add 
so much to the economy of that area. We would like to be assured of economic 
sources of power for long enough periods of time to make it possible for us to 
justify expenditures which are necessary to keep our present facilities up to the 
highest state of the art. We should, of course, have contracts for sufficiently 
long periods to amortize our investments in the plants. In addition to our two 
aluminum smelting plants, we have built in Vancouver, Wash., a rod, wire, and 
eable mill and an extrusion plant. These two plants were constructed in the 
Northwest as result of surveys which indicated that markets there would sup- 
port their operation. We would naturally expect these facilities to be expanded 
when markets in that area require. 

4. We are very glad to make available to your committee the following data 
on our facilities in the Northwest and their benefits to this area : 


CN Nn eb ehbinmie i niewn $1, 600, 000 
Neen nn een re eel oh se Na ecsasececedabaseenin es aibeeuie 14, 700, 000 
NR lth cele chasis htinlp phon ominbewenecioasan *3, 000, 000 
eens eer oo 1h te oe i Sb kad See 82,000, 000 
Expenditures for supplies and transportation______._._________-__-___ 18, 400, 000 
a eh eae rsa teriinan tye 7, 300, 000 


1 Per year (average for past 6 years). 


This lists direct expenditures made by our company in the State of Wash- 
ington. Estimates have been made on secondary economic benefits resulting 
from industrial payrolls and expenditures; and these estimates range up to 
many times the primary expenditure. 

5. We do not feel that we should presume to advise your committee in regard 
to the legislation, or the organization, or operation of the Bonneville Power 
Administration; but we do feel it proper that we outline the main problem 
that faces us and presumably other industry in that area. That problem lies 
in the uncertainty of renewal of power contracts; and we would respectfully 
submit to your committee that to preserve the economy of the Northwest it is 
absolutely necessary that industries already established there be assured a 
continuing supply of firm power at an economical rate before selling blocks 
of firm power to new industries. You will recognize, of course, that any indus- 
trial growth must be based on the foundation already existing and if that foun- 
dation is not assured, then it will be extremely difficult to build any sound 
industrial expansion. 


Sincerely yours, 
Leon E. HICKMAN. 


VicTtorR CHEMICAL WORKS, 
Chicago, May 20, 1958. 


Re hearings on S. 3114 before the Senate Public Works Subcommittee on Rivers 
and Harbors. 


Hon. RicHArD L. NEUBERGER, 
United States Senate, 
Washington, D.C. 

DeaR SENATOR: We appreciate your letter of May 12 inviting us to present 
testimony before the Senate Public Works Subcommittee on Rivers and Harbors 
on May 21, 22, or 23. We know you will have many witnesses to hear on those 
days, and rather than consume the time of the subcommittee in listening to 
our oral testimony, we respectfully submit the following statement which we 
should be glad to have the committee consider. 

Victor Chemical Works is a corporation of Illinois, which built its first plant 
in the Columbia River Basin in 1951. This plant is an electric-furnace plant 
for the production of elemental phosphorus, using phosphate rock mined in 
Montana as its principal raw material. The other raw materials are silica 
mined in Montana and coke which is not available from local sources and 
must be shipped in from the outside—Utah, Illinois, and Ohio. 

For economical operation of an electric furnace plant for producing phos- 
phorus, low cost power is essential. Our plant in Montana is located at Silver 
Bow, 8 miles west of Butte, on the headwaters of the Clark Fork—one of the 
tributaries of the Columbia River. Our phosphate rock is mined on the eastern 
slope of the Continental Divided, 20 miles south of the phosphorus plant. The 
deposits are located in a mountainous region and are mined by tunnel and stope 
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methods. The rock is of relatively low grade and is beneficiated before being 
used. This rock is more expensive to mine than rock in some other areas and, 
consequently, lower cost power is necessary. When we considered the location 
of our plant in Montana, the balance of raw materials costs, labor, and power 
rates, together with the cost of bringing the finished product to market, was 
carefully studied, and it appeared that the development of our industry in the 
Columbia River Basin was economically feasible. 

Future increase of our power needs in this area is closely linked with the 
growth of population in the Far West and the increase in the demand for our 
product. Our contract with the Bonneville Power Administration provides for 
35,000 kilowatts of firm power and 15,000 kilowatts of secondary power. We 
naturally hope that the time will come when additional power will be needed 
to take care of our customers, but we cannot estimate when that may be. At 
present our output of phosphorus in Montana exceeds the amount we can dis- 
pose of in the Northwest, and a substantial quantity must be shipped to distant 
consuming points. 

In 1953 the Bureau of Business and Economic Research of Montana State 
University published regional study No. 4, entitled, “Phosphorus Production in 
Montana” prepared by Maxine Johnson, research associate. The purpose was 
to study the impact of Victor’s Montana operations upon the economy of the 
area. It pointed out that the first of two electric furnaces was put into pro- 
duction in November of 1951 and the second, in January of 1953. It stated 
that the capital investment was approximately $42,000 per employee, and 
estimated that in the construction of the plant some $3,500,000 was paid in 
wages to local construction workers. 

The conclusions from her study were that the location of the phosphorus 
plant in Silver Bow created 240 new manufacturing jobs, which was of special 
significance because of the decline of population and labor force in the county 
in the previous 30 years, and that something over 750 persons in the county 
were primarily dependent upon employment at the plant for their livelihood. 
The jobs provided were year-round with little or no seasonal variation. She 
figured expenditures by these people in the local area around $950,000 a year 
(this was in 1953). She pointed out that in addition to the employees in the 
plant, expenditures of the families of some 100 employees in the mines added 
considerably to the economy of the area. 

It is noted that the original Bonneville Act is based on the philosophy that 
the benefits of low-cost power should go primarily to individuals, farmers, and 
public agencies. I would point out that the entire country has helped to pay 
for the power developments in the Columbia River Basin and should be en- 
titled to some return. This return flows to the public in the form of lower 
prices for the goods produced by the low-cost power. Diversion, therefore, of 
the low-cost power to strictly local uses, such as house heating and domestic 
services, would deprive the country at large of a benefit which it has been led 
to expect. 

We thank you for the opportunity to present this statement. 

Very truly yours, 
T. M. ANABLE, Vice President. 


HANNA NICKEL SMELTING Co., 
Riddle, Oreg., May 19, 1958. 
RiIcuarpD L. NEUBERGER, 
United States Senator, 
Washington, D.C. 


DEAR SENATOR NEUBERGER: Being a little better acquainted with industry 
and the power problems of the Pacific Northwest, your letter of May 12 sent to 
our Cleveland office was forwarded to me for reply. 

Even though I have become fairly well acquainted with Pacific Northwest 
industry, I still do not feel qualified to make comments or suggestions regard- 
ing Senate bills S. 2206 and 8. 3114. Though I have discussed the cost of power 
with industrial people in the area, their opinions vary, depending on the rela- 
tive effects of power costs in their particular business. In some industries, the 
eost of power is very important; in others, of relatively little importance. 

The selection of a process for the treatment of our low grade laterite ores 
was strongly influenced by the fact that low-cost power was available. If this 
had not been so, it is entirely probably that a different process would have 
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been used. The impact of our operation in the area would probably have varied 
but little regardless which process was used. Certainly low-cost power has 
been helpful to us. 

Our smelter just about matches the productive output of our mine, therefore, 
we have no plans for expanding our operation in the near future. 

The Bonneville Administration and its administrative officials have been very 
helpful to us, giving us their full cooperation at all times. 

If we can be of any further help in furnishing you information, please let 
us know. 


Very sincerely yours, 
Harz S. Motiarp, General Manager. 


KAISER ALUMINUM & CHEMICAL CORP., 
Oakland, Calif., May 20, 1958. 
Hon. RicuHarp L. NEUBFRGER, 
United States Senate, 
Washington, D.C. 

My Dear SENATOR NEUBERGER: This will acknowledge and thank you for your 
letter of May 12, 1958, in which you invite us to present testimony from our 
operating experience bearing on the proposed amendments to the Bonneville 
Project Act. 

We appreciate the opportunity to discuss the*five specific areas of interest 
which you mention in your letter. We propose respectfully to do this by means 
of a written statement, which you indicated will be satisfactory, rather than 
by the personal appearance before the subcommittee of an oflicer of the Kaiser 
Aluminum & Chemical Corp. 

With regard to Senate bill 2206, we should like to make the following state- 
ments in the areas mentioned : 

(1) “The effect of low cost power from the BPA system in influencing 
your company’s decision to locate its plant or plants in the Northwest.” 

Probably the most important factor in the decision of our management to ac- 
quire the two aluminum reduction plants at Spokane and Tacoma was the 
avaiiabiiity of iow cost-power from the Bonneville Power Administration. Ac- 
quisition of the Mead plant also influenced our decision at the same time to 
lease and later purchase the Trentwood rolling mill at Spokane, although the 
cost of power is much less important in the operation of a mill than it is in 
the operation of a reduction plant. The expectation that low cost power would 
continue to be available was also an important consideration in our decision 
to invest an additional $27 million to further expand these reduction facilities 
in the Northwest. 

(2) “The significance of the low Bonneville rate to your present opera- 
tions.” 

In our operations, the present 2 mill Bonneville rate is barely competitive 
with the cost of steam generated energy in the Ohio Valley. This comparison 
takes into account the extra cost of transporting raw materials, chiefly alumina. 
from the gulf coast area to the Pacific Northwest, and the shipment of metal 
from the Northwest to the principal markets for aluminum, which center in 
the Middle West and East. For aluminum production purposes it is therefore 
no longer proper to refer to the Bonneville rate as being low in the sense that 
it is lower than other areas, when all cost factors are taken into account. 

Most of our expansion in the Northwest was made with the expectation that 
interruptible power would be used for a temporary period only, and that firm 
power from the Government system would become available within a relatively 
few years. However, the Federal power development program was retarded 
With the result that no additional firm power has become available. Consequently 
our reduction plants have continued to operate on approximately 54 percent 
of firm power and 46 percent of interruptible power. Interruptible power is not 
available all of the time, but is charged for at the same rate as firm power. Since 
steam power at much higher cost is required to supplement interruptible power, 
the total power cost for our facilities utilizing interruptible power is substan- 
tially greater than the cost of firm power. This is another reason why Bonne- 
ville power is not at the present time “low-cost” power for aluminum production 
purposes, compared with energy sources now available in other areas, if all 
cost factors are considered. 
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(3) “An estimate of the future growth of your power needs and the influ- 
ence which an abundance or shortage of low-cost power might have on the 
expansion of your facilities in the Northwest.” 

With the present Bonneville rate no longer low in a competitive sense for the 
production of aluminum, unless additional power is made available for aluminum 
reduction at not more than 2 mills per kilowatt-hour, we do not anticipate sub- 
stantial future growth of our power needs in the Northwest. An abundance of 
“low-cost” power would allow us to replace interruptible power with firm power 
but would not necessarily lead to expansion of our reduction facilities in the 
Northwest. On the other hand, any shortage, or threat of shortage, in the supply 
of “low-cost” power for industrial use could precipitate the movement of sig- 
nificant amounts of industrial capacity to other areas where an economical power 
supply can be guaranteed on a continuing basis. 

Without belaboring the point, we would call the subecommittee’s attention par- 
ticularly to this aspect. Low-cost power, equally economic to Bonneville Power 
Administration power for aluminum reduction purposes, is available now and 
nenceforth on a permanent basis at locations close to the Nation’s major aluminum 
markets. Our present contract for the supply of firm steam generated energy 
in the Ohio Valley is effective for 40 years. Our own coal reserves in Illinois 
and Kentucky are conservatively estimated to be sufficient to operate an alu- 
minum reduction plant the size of Chalmette plant neai New Orleans (the 
Nation’s largest) for over 100 years. 

(4) “An estimate of secondary benefits to the region resulting from your 
industrial use of Bonneville power.” 

No satisfactory area figures are available for our company’s installations as 
distinguished from other aluminum operations in the Northwest. We believe, 
therefore, that a statement with reference to the aluminum industry as a whole 
in the Northwest would more properly answer your question. 

The most comprehensive study on this subject was prepared in 1954 by the 
Stanford Research Institute under the title “The Impact of the Aluminum 
Industry on the Economy of the Pacific Northwest.” This report indicates that 
as of 1952, the incomes of 85,127 people in the Northwest came either directly 
or indirectly from the aluminum industry. Since there are something over 
361 persons employed in the Pacific Northwest for every 1,000 population, an 
85,000 segment of the total population would therefore contain approximately 
31,000 employed persons. Based on total manufacturing employment figures 
available (for 1950) these 31,000 workers represented nearly 10 percent of all 
manufacturing employment in the Northwest. 

Since 1952 there has been further substantial expansion of aluminum in the 
Northwest. This is illustrated by the following table showing production of 
aluminum and total expenditures for various purposes by the aluminum industry 
in the Northwest in 1953 and 1956. ‘ 


Operations statistics, Northwest aluminum industry 








1953 | 1956 

i aR a aa ae tira tea — 

Average OE ae CN Nii os inked <b knitenn asses onber eden ee! 8, 700 11, 400 
Salaries and wages... se Senet aan -| $41,009,000 | — $63, 900; 000 
Freight (rail and truck) - sftiiddca.waates ssaeucdkecda. 4eaual > ae $35, 300, 000 
ipeeres OU TNR 5-5. 22-5 <5 coe obese. caches. -| $19, 500, 000 $22, 800, 000 
Northwest purchases of materials, supplies, OE os cca unete dim nnna -| $19, 400, 000 $32, 900, 000 
I AE OD oo ncan.ctninonhamenw aie au obeeneroe : ote AR ok $2, 210, 000 $4, 900, 000 
Primary production, tons.........................-2..- Sh ubwdhhe bse ese -| 473, 450 623, 606 
Fucurmene cannes, BONNE A scsi <3 esata ss Jade ees deeds Ses quees wc 213, 100 288, 200 


1 Includes other aluminum processed beyond primary stage. 


(5) “Any suggestions or comments concerning the proposed legislation 
or the organization or operation of the Bonneville Power Administration 
which you believe would benefit the Northwest and the Nation.” 

Although our firm power contracts do not expire until 1973, we have given con- 
sideration to what may happen at that time. There have been some informal 
indications that the Department of the Interior would be favorable to a con- 
tinuation of the firm power supply for industrial operations after the expiration 
of existing contracts. However, the preference and priority provisions now 
existing in the Bonneville Act throw some doubt on this matter, and the policy 
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adopted by the Federal agencies at the time would very likely depend on the 
policies of the then-current Federal administration. 

Insofar as Senate bill 2206, if enacted, would clarify the legislative authority 
of the Bonneville Administrator to extend industrial contracts, we believe that 
its provisions are sound and that its enactment would be in the interests of 
both the Northwest economy and the important segment of that economy that 
is the aluminum industry. 

We trust that these comments with regard to Senate bill 2206 will be of 
interest and value to the subcommittee. We regret that we are not in a posi- 
tion to comment at this time on Senate bill 3114. 


Very truly yours, 
D. A. RHOADES, 


Vice President and General Manager. 


THE CARBORUNDUM Co., 
Niagara Falls, N. Y., May 20, 1958. 
Hon. RicHarp L, NEUBERGER, 
Senate Office Building, Washington, D. OC. 

My Dear SENATOR NEUBERGER: We have your letter of May 12 with respect 
to the hearings to be held on bills S. 2206 and 8S. 3114. We are glad to give 
you our views on the points suggested in your letter. They are as follows: 

1. We have a furnace plant at Vancouver, Wash., manufacturing crude sili- 
con carbide abrasive material. This plant was built in 1947 and has been 
enlarged four times since. The total built-in capacity of the plant at full opera- 
tion would require 28,000 kilowatts of electric power. 

2. The availability of low-cost power from Bonneville was a major factor in 
deciding to locate in the area. This low-cost power presently offsets high 
freight rates involved in shipping the product to a finishing plant or to markets 
in the eastern industrial portions of the country. There is no appreciable 
market for crude silicon carbide in the Pacific Northwest. 

3. When the project was under consideration, we examined other possible 
locations in the country and found that, except for the attractive low-cost power, 
there was no compelling reason for locating in the Pacific Northwest area. We 
were concerned with the availability of firm power for future expansion. At 
the time, we were assured by Bonneville that low-cost power should very prob- 
ably be provided under an orderly dam building program which the Federal 
Government was expected to carry through over a period of years. This 
seemed to be a reasonable risk to take and on this basis the final decision was 
made. 

4. Since that time, as you are well aware, the so-called preference clause has 
come into the picture which covers the policy for power allocation. Under this 
policy, power is supplied first to public agencies rather than to industry directly, 
and, therefore, there is some doubt in our minds whether additional expansion in 
the area is justified. We need some assurance that the capital investment involved 
in expansion could pay for itself in future years. 

5. The secondary economic benefit to the region, from this company’s opera- 
tions there, is largely in providing an annual payroll which is in the neighborhood 
of $675,000. Only a small percentage of the product manufactured at the plant 
is now used in the Pacific Northwest, although we have hopes that other plants 
might be located in the area if the economic climate is attractive. 

6. In our opinion, the Bonneville Power Administration has done an excellent 
job in handling the distribution of power and its allocation. We are highly appre- 
ciative of the way in which their responsibilities have been exercised, and, within 
the limitations of its authority, the personnel has been most helpful in its encour- 
agement to continue expansion in the area. Presently we are operating with 
power which is partly firm and partly interruptible. There are periods of time 
in which the availability of power does not coincide with our requirements. This 
necessitates building inventories to carry over periods of low water, which, of 
course, adds to the cost of doing business. The fact that industry has not been 
able to obtain firm commitments for its needs of electrical power and that it must 
take part of its power as interruptible power has been a detriment to the opera- 
tion of industries in the area and a deterrent to plans for expansion in that area. 
It would be of great help to the industrial development of the region if industry 
re able to obtain firm commitments for the quantities of electric power which 
t requires. 
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7. We realize that some long-range plan to harness the full potential of the 
Columbia River is advisable, but share some misgivings with others that a Com- 
mission such as is proposed in your bill might change its policies from time to 
time due to political considerations. This might not be in the interests of the 
Nation as a whole. 

Respectfully yours, 
Epwarp A. MONTGOMERY. 


PENNSALT CHEMICALS CorP., 
Portland, Oreg., May 26, 1958. 
Hon. Ricuarp L. NEUBERGER, 
United States Senate, Washington, D. C. 

DEAR Str: Your letter of May 12 addressed to our home office relative to the 
hearings of the Senate Public Works Subcommittee on Rivers and Harbors on 
bills S. 2206 and S. 3114 was forwarded to our Portland office. Due to the writer’s 
absence from the office for an extended period, no action was taken until my return 
to the office today. 

For your information, I will briefly reply to the numbered questions in your 
May 12 letter: 

(1) The effect of low-cost power from the BPA system was a major factor in 
Pennsalt’s decision to locate a plant at Portland, Oreg. 

(2) Low-cost Bonneville power is reflected in the sale price of products pro- 
duced with this power and enjoyed by other industries in the area who use our 
products. 

(3) As most of the chemicals which we produce are used in the Northwest 
area, the growth of our facilities is very closely related to population growth and 
general growth of the area. 

(4) Secondary economic benefits are covered in No. (2). 

(5) To encourage development and growth in the Northwest of those industries 
using large blocks of power and where power represents a major part of manu- 
facturing costs, it is necessary to have that power available on a firm basis 
rather than interruptible as has been the case in the past. If the Northwest is 
to take full advantage of its basic raw material—power—this power must be 
made available to industry as well as for domestic and commercial uses. 

Sincerely, 
GLEN B. More, 
General Manager, Industrial Chemicals. 


ELectro METALLURGICAL Co., 
New York, N. Y., May 22, 1958. 
Hon. RicHArp L. NEUBERGER, 
United States Senate, Washington, D.C. 

DeEAR SENATOR NEUBERGER: We appreciate very much your invitation to appear 
before your committee on §S. 2206 and §S. 3114. However, our operations in the 
Pacific Northwest represent a relatively small operation as contrasted to the 
operations of some of the other 14 industrial customers of Bonneville. 

As you know, some of such other industries have expanded greatly in recent 
times and they and others probably have relatively immediate, if not fixed, plans 
for expansion. We do not have any immediate plans for expansion in the Pacific 
Northwest. 

In view of the circumstances, we feel that our experience as one of the users 
of energy in the Northwest would be of only slight significance or benefit, if 
any, and would not be nearly as representative as the experience of and infor- 
mation with respect to some of the other industrial customers of Bonneville. 

Respectfully yours, 
B. R. Buck, Vice President. 


Paciric CarBine & ALLOYS Co., 
Portland, Oreg., May 21, 1958. 


Senator RicHarp L. NEUBERGER, 
United States Senator from Oregon, 
Washington, D. C. 
DEAR SENATOR NEUBERGER: In reply to your letter of May 12 concerning bills 
S. 2206 and S. 3114, time is too short for us to present detailed testimony but 
we would like to make one general statement. 





368 BONNEVILLE PROJECT ACT AMENDMENTS OF 1958 


Our plant was built in Portland mainly due to the availability of low-cost 
power. Power costs remain significant in our total costs and will be a large 
factor in our future growth if low-cost power can be made available on long- 
term contracts. 

We do not presume to know whether the specific bills as presented are the 
answer, but we do believe that some priority on firm power should be given large 
power-consuming industries who wish to build plants in Oregon or who have 
built plants in Oregon and wish to expand. 

Very truly yours, 
T. J. WATERS, 
Treasurer and Manager. 


Senator NeuBercer. Mr. Mapes! 

Mr. Mapes. I will direct this to Dr. Pearl, or Mr. Goldhammer, 
perhaps, as the proper man to answer it. 

Our basic economic problem in the Northwest—and this seems to 
be what these hearings are mainly directed toward—is the fact that 
the Northwest, relative to the rest of the country’ is what might be 
described as an underdeveloped area or colonial economy. It is a 
lack of year-round industrial payrolls, really, which has caused the 
problems we have had there in the last few years. 

Is there anything in power policy that might be written into this 
bill, or any similar ‘bill, which would aid the Northwest in continuing 
the’ gain relative to the rest of the country toward a position of eco- 
nomic equality, such as occurred in the years during and immediately 
after the war # 

Is there any way that electric-power production and marketing, can 
be handled in order to facilitate this? 

Mr. Peart... I could answer that rather briefly. The thing that we 
need in the Pacific Northwest is diversity and markets. And, of 
course, I think it is our markets that are really handicapping us the 
most. 

Industry will go where there is a market. It is a question of which 
comes first, the industry or the market. But the two will normally 
grow together. 

Mr. Mares. With the normal growth of the market and population 
in the markets of the Northwest, there will be some industrial growth 
of course. The question is, How can this be accelerated relative to the 
growth of the rest of the country, which will similarly be growing 
at the same time? 

Otherwise the Northwest remains behind the rest of the country, 
relatively speaking. 

Mr. Pear. I wonder if the statistics do not indicate that our growth 
is equal to or above the growth in other areas of the country. Per- 
centagewise, I think, isn’t our growth on a par with the rest of the 
United States? 

Senator Neupercer. As I recall, I think the only period where we 
were really ahead of the rest of the country in growth of manufactur- 
ing payrolls was about 1939 to 1948. I am not certain of that. That 
would have to be checked. This is entirely out of memory. 

A geographic atlas was issued by Oregon State C ollege with a very 
interesting table. I believe such a table was in there. I think the 
point Mr. Mapes is getting at, Dr. Pearl, is this: That unless we are 
going to manufacture in the Northwest goods to be sold in the great 

eastern markets where most American customers are concentrated, , that 
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we are going to lag behind the rest of the Nation in payrolls. We have 
been dependent on lumber through a large part of our history. Lum- 
ber has fluctuated a great deal. I recently saw some figures which 
were very disturbing to anybody interested in Oregon so far as lumber 
is concerned. 

In 1925 the average single-unit dwelling in this country had about 
19,000 board-feet of lumber in it. Today it is around 10,500 board- 
feet. In addition, last year in the United States—and this is hard 
to believe but it is true—there were fewer homes constructed than 
there were in 1925, when there were some 55 million or 60 million fewer 
people. 

And being dependent and geared to lumber, we have had these ter- 
rifie economic fluctuations. That is one reason Ww hy our unemployment 
compensation fund in Oregon, as I understand it, has been in most 
serious jeopardy of any except Alaska with its ter rible gyrations. 

What Mr. Mapes is getting at is, when we put this bill in final form, 
this regional corporation bill for the Columbia Basin, is there some 
provision that could be written into this bill—we don’t expect you to 
give a firm answer today, and perhaps you can consult with Mr. Gold- 
hammer, Mr. Jourolmon, and others—is there something that could 
be written into this bill that would help use such low-cost power as we 
have available to add to our manufacturing payrolls in the Northwest ? 

Mr. Peart. I will have to admit I haven’t given it much thought. 
In the industrial research division of Washington State College—and 
that is research financed by the State of Washington—that was one 
of our objectives: to try to figure out what industries could be brought 
into the area that would give us some diversity as contrasted, you see, 
with lumber which was or “is yet the main one. 

Mr. Mares. Do you have any suggestions on that, Mr. Goldhammer, 
at this time? 

Mr. GotpuamMer. No. I might add that I think that we have had 
a number of new payrolls come into the area that have been relatively 
small, as a result of a lot of research that has been done. I think that 
is one of the avenues that still offers promise of increasing the payrolls 
of the State. And that is not only—talking about research in lumber 
and pulp and paper, but some of the operations we have been talking 
about, like the nickel operations at Riddle, a process which has been 
developed in the last 10 years, or the silicon operation at Springfield 
developed in the last 10 years. 

Senator NEUBERGER. ‘We want to thank you, Dr. Pearl, and your 
associates, Mr. Jourolmon and Mr. Goldhammer, for all the impressive 
documentation you have brought to us. I know it involves a great 
deal of work and time and effort. Weare grateful. We have imposed 
on you a great deal, because only last w eek Senator Murray and Sen- 
ator Chureh had the heari ing on the power supply for the co-ops, and 
now we have imposed on you this week. 

Weare very indebted. 

Mr. Pearu. I might add a statement, if you approve of it; I w ould 
like to express my appreciation for the effort my men have put in in 
getting this together. You see, there are 3 of us here, but there were 
15 or 20 people over the weekend that put in long hours. 

Senator Neusercer. I am aware of that. I am certain this could 
not have been the result of only three people, that it is the result of 
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ee people’s work. Through the hearing record I want to thank 
em. 


‘The only thing I can say is that I think you and they and all of us 
will be repaid if we can develop legislation which will be in the interest 
of the best use of this great resource that is in your custody now. 

Thank you so much. 

(The following letter was subsequently received for the record, 


providing answers to three of the questions asked Mr. Jourolmon 
during his testimony.) 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SOLICITOR, 
Washington, D. C., June 11, 1958. 
Hon. RricH arp L. NEUBERGER, 
Chairman of subcommittee, Committee on Interior and Insular Affairs, 
Senate Office Building, Washington, D. C. 


Deak SENATOR NEUBERGER: At the hearings held before a subcommittee of the 
Senate Committee on Public Works on May 22, 1958, when Mr. Leon Jourolman, 
Assistant Regional Solicitor, Portland region, was on the witness stand you 
asked him three questions which he was not at the time prepared to answer. 
You then requested that he submit answers for the record. After having an 
opportunity to study the questions more fully he has prepared the attached 
statement in answer to the questions directed to him and which we submit 
for the record of this hearing. 

If we can be of any further service to you in this matter, do not hesitate to 
call upon us. 

Sincerely yours, 
ELMER F.. BENNETT, Solicitor. 


SUPPLEMENTARY STATEMENT OF LEON JOUROLMAN, ASSISTANT REGIONAL SOLICITOR, 
PORTLAND REGION, TO QUESTIONS ASKED OF HIM AT HEARING OF SUBCOMMITTEE 
OF THE SENATE COMMITTEE ON PUBLIC WORKS 


1. Would certain amendatory language to section 3 of S. 3114 (which lan- 
guage was submitted to me in the course of a question) impose the concept of 
public utility responsibility upon the proposed corporation, in such a way as 
to enable a customer desiring service to file suit for writ of mandamus requir- 
ing the corporation to render the service requested ? 

2. What is the effect of the 20-year private utility contracts if the Government 
obtains adequate supplies of power and energy and the privately owned utilities 
decline to purchase the same? Would section 7 (b) and section 17 require the 
Government to withhold 1,500,000 kilowatts for private utilities instead of 
selling it to industrial concerns? 

3. If a State should create a power-marketing agency for the purpose of becom- 
ing a preference agency under the terms of the Bonneville Project Act, would 
it be permitted to purchase Federal power under the preference clause and 
resell it to nonpreference agencies, especially industrial concerns? 

ANSWER TO FIRST QUESTION: At the hearing I indicated that the language pre- 
sented to me constituted an approach to imposing public utility responsibility 
upon the corporation but that I doubted whether it went far enough to effec- 
tively do so. Having had an opportunity to study the question more fully this 
is still my view. 

The amendment proposed would have added the following sentence on page 
5, line 5 of 8. 3114 following the words “Pacific Northwest” : 

“The corporation is authorized and directed to construct and to schedule 
the construction of generating facilities or to purchase and exchange power 
so as to meet the net power requirements of the Pacific Northwest as covered 
by power sales contracts.” 

When private property is devoted to a public use in the business of a public 
utility certain reciprocal rights and duties are raised by implication of law 
between the utility and the public it undertakes to serve. Courts will enforce 
these rights and require the public utility to carry out the duties it has under- 
taken. It is my understanding that the amendment above quoted was drafted 
by its sponsors in order to accomplish for the proposed corporation a result 
similar to the public utility responsibility imposed by law upon ordinary utilities. 
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As I understand the question asked me, the draftors of the amendment would 
like to have the quoted language interpreted so as to embrace the following 
meaning: 

“The Corporation is authorized, directed, and obligated to construct and to 
schedule the construction of generating facilities or to purchase and exchange 
power so as to fulfill the net power needs of all members of the public who require 
its service as a wholesaler within the Pacific Northwest and desire and are will- 
ing to enter into contracts to purchase their wholesale power requirements from 
the Corporation.” 

If the language of the amendment could be interpreted in this manner, it would 
in my judgment create the right of the customer to be served and the duty of the 
Corporation to serve it and this would constitute a public utility responsibility 
which courts could enforce. The public utility responsibilty would be limited 
to “service as a wholesaler,” because section 9 of S. 3114, on page 10, limits the 
contracts which the Corporation may enter to those “for the sale at wholesale 
of electric energy.” 

However the final clause of the proposed amendment, ‘as covered by power 
sales contracts,” would probably be regarded and interpreted as a limitation upon 
the directive to the Corporation to construct and schedule generating facilities 
so as to meet the net power requirements of the Pacific Northwest. Unless a 
power sales contract had already been entered into with a would-be customer, 
I doubt that the latter would have the right to require the Corporation to render 
service to it under this language. Ordinarily a customer who seeks to invoke 
the doctrine of public utility responsibility in order to require the rendition of 
utility service has no contract and sues to force the utility to enter into a con- 
tract. Accordingly, it is my opinion that this specific amendment would not meet 
the objective for which it was prepared because a court would very likely interpret 
it as meaning that unless a power sales contract had already been entered into 
there was no duty upon the Corporation to serve the particular customer. 

ANSWER TO THE SECOND QUESTION: The power sales contracts of the private 
utilities, a copy of one of which has been filed with the committee, provide that 
if the Administrator offers firm power to the private utilities and they decline to 
accept it, nothing in the contract shall limit the right of the Government to sell 
the power to other customers, and it would be authorized to sell such power to 
industries on long-term contracts. Section 18 of the contract covers this matter 
and is as follows: 

“18. Sale of power not required by purchaser.—Nothing in this contract shall 
limit or be construed to limit the right of the Government acting through and by 
the Administrator so sell on a firm basis any amount of firm power which is made 
available to the purchaser under this contract, or to other purchasers under 
similar contracts, but which the purchaser or other purchasers do not agree to 
purchase.” 

ANSWER TO THE THIRD QUESTION: I wish to supplement the answers given to 
the series of questions asked on this subject. The discussion thereof on the 
record related to a power-distribution agency to be owned by the State of Oregon. 
The questions given were not definitive because the various opinions bearing upon 
this matter were not available in Washington at the time of the hearings. Since 
returning to Portland I have examined the opinions prepared on this subject 
since early 1954. 

By letters dated March 11 and March 30, 1954, the Washington State Power 
Commission requested BPA to enter into a contract under which the Administra- 
tor would reserve to it all remaining seasonal firm power and all secondary power 
of all grades which the Administrator has remaining. The effect of the request 
was to ask that the Washington State Power Commission be given exclusive rights 
to all additional generation of the Government and to prevent it from entering 
into any further contracts for sale of power while such request is pending. It 
claimed the right to make such request as a preference customer of the Govern- 
ment. Compliance with the request would have constituted the Washington 
State Power Commission as a new wholesale power-marketing agency for the 
sale and disposition of all electric energy generated at the Federal projects. 

After analysis of the statutes covering the sale of power a memorandum was 
prepared to Mr. Norman A. Stoll, General Counsel of BPA at that time, advising 
that the Administrator has no legal authority, power or discretion to constitute 
the Washington State Power Commission as the exclusive purchaser of all remain- 
ing power in the Federal system and that the preference and priority to public 
bodies and cooperatives contained in section 4 (a) et seq., do not authorize the 


| 
| 








| 


372 BONNEVILLE PROJECT ACT AMENDMENTS OF 1958 


Washington State Power Commission as a preference agency to purchase the 
power as a wholesaler in order to resell it to nonpreference agencies. Thereafter 
the Washington State Power Commission continued to press for a modification of 
the opinion and addressed questions to the Administrator in order to find out 
on what legal basis it might purchase federally generated power. It claimed 
that it had prefernce status as a public agency, but frankly stated that it wished 
to obtain the Federal power as a wholesaler in order to resell to nonpreference 
customers. Discussions of this question continued into the early part of 1956. 
A memorandum was prepared dated February 23, 1956, relating the history of 
departmental policy in connection with this question. The memorandum did not 
attempt to answer the legal question as to the Administrator’s authority, but it 
did indicate that the Department of the Interior has in the past declined to recog- 
nize that such a wholesaler has preferred agency status in order to enable the 
power to be resold to nonpreference customers so as to circumvent the basic intent 
of Congress in enacting the preference requirement. 

The Washington State Power Commission was advised that the law requires 
the Department to adhere to this policy because otherwise it would be possible 
to completely nullify the preference provisions by the simple expedients of 
marketing all power from a project through a public agency set up by a State or 
city and through them resell that power to industries or private utilities which 
are clearly outside of the preference. The Washington commission was advised 
that BPA would require in any contracts relating to the sales to be made by any 
agencies which would purchase federally generated power expecting to become 
intermediate wholesalers, that they will resell the federally generated power 
under the same restrictions as the statutes impose upon the Administrator. 
The restrictions referred to would be as follows: 

1. If the State-owned wholesaler resold the power to privately owned utilities, 
it would be required to insert a provision in its contract with such a private 
utility in the form required of BPA under section 5 (a) of the Bonneville 
Project Act, to the effect that the wholesaler may cancel such contract upon 
5 years’ notice if in the judgment of the Administrator any part of the electric 
energy purchased under such contract is likely to be needed to satisfy the 
requirements of the public bodies or cooperatives referred to in the act; and 

2. If sales were made to industries, such contracts could not exceed in the 
aggregate 20 years, and might not be entered into if at the same time preference 
agencies under section 4 (a) of the Bonneville Project Act were making a com- 
petitive application for the purchase of energy. If the Washington State Power 
Commission should offer to enter into a contract to resell federally generated 
power at wholesale under the preference provisions of the Bonneville Act, BPA 
would treat it as entitled itself to preference as a public agency. 

These principles were not formalized into an opinion of the regional solicitor’s 
Office. 

Leon JouroLmon, Assistant Regional Solicitor. 


Senator NeuBercer. Our next witness—and Iam going to revise the 
schedule slightly—was scheduled to be Mr. Vince Cleaveland. If 
Mr. Cleaveland will bear with me, I have been informed by Mr, Kin- 
sey Robinson, the president of the Washington Water Power Co., that 
he has a travel schedule that compels him to be the next witness, and 
if Mr. Cleaveland and Mr. Delzell will bear with me, I would like to 
have Mr. Robinson come up next so that we can suit his travel require- 
ments. 

Mr. Robinson, we are glad to have you here. 

Before you testify I am going to submit for the hearing record, 
without objection, the full text of a statement which is rather short, 
submitted by Mr. Harold B. Say, who represents the Portland, Oreg., 
Chamber of Commerce here in Washington, D. C., and have Mr. Say’s 
statement appear in the record. 


STATEMENT OF Mr. Harotp B. Say, PorTLAND, OREG., CHAMBER OF COMMERCE 


I am Harold B. Say, manager, Washington, D. C., office of the Portland Cham- 
ber of Commerce. My address is 420 Mills Building, Washington, D. C. 

I am representing the Portland Chamber of Commerce, Portland, Oreg., which 
has authorized and instructed me to submit this statement in its behalf. 
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It is the policy of the Portland Chamber of Commerce to endorse and support 
comprehensive development of the water resources of the Pacific Northwest for 
all beneficial purposes. Therefore, it respectfully urges this committee to rec- 
ommend adequate appropriations to carry forward the authorized Federal pro- 
gram for water resource development in the Pacific Northwest at a maximum 
rate consistent with sound and economical engineering and construction 
practice. 

Portland, Oreg., is a major west coast port and industrial city situated near 
the confluence of the Columbia and Willamette Rivers. It depends largely 
upon the development and wise use of water resources, particularly of the 
Columbia River Basin, for navigation, flood control, electric power, irrigation, 
and related purposes in order to create, expand, and strengthen its important 
portion of the national economy. The Portland Chamber of Commerce has a 
special responsibility, interest, and concern in these matters. 

The most pressing requirements for development at this time include the 
following: 

(a) Continued improvement and extension of navigation facilities on the 
Columbia and Snake Rivers to serve the increasing waterborne commerce and 
to permit greater utilization of this important waterway. 

(bv) Adherence to minimum economic construction periods on projects involv- 
ing electric power and the early start of construction of addditional hydroelec- 
tric projects. The region is dependent up hydroelectric developments for its 
electrical energy and, despite current construction, it is conservatively estimated 
that substantial amounts of additional generating capacity must be placed 
under construction very soon if the threat of a power shortage in about 1964-65 
is to be avoided. 

(c) Completion of an adequate system of flood control to eliminate the sub- 
stantial flood damages now suffered by many areas in the Columbia River Basin, 
including Portland, and to preclude the devastation that would be brought by 
recurrence of a major flood at this time. 

The Portland Chamber of Commerce is convinced that the best interests of 
the Nation, as well as of the Pacific Northwest, will be best served by completing 
construction of the various water resource development projects now under con- 
struction in the area as quickly as economically possible and by starting con- 
struction at once on those additional projects where the status of construction 
planning will permit. It further considers that adequate preconstruction plan- 
ning funds should be promptly provided for the remaining authorized projects 
so that there construction can be started in an orderly and opportune manner. 
The benefits of all these projects are urgently needed as soon as they can be 
provided. Further, a vigorous program of public works would provide employ- 
ment and a stimulant to business that would be particularly welcome in the 
area at this time. 

All of the authorized multiple-purpose projects in the Columbia River Basin 
should be completed as rapidly as economically possible. John Day Dam is of 
special significance as it will provide the now missing link in the slack-water 
navigation system on the Columbia River, as well as important flood-control 
benefits and 1,200,000 kilowatts of electrie generating capacity. Ice Harbor 
Dam on lower Snake River is also an important navigation and power project 
and its three companion projects, Lower Monumental Dam, Little Goose Dam, 
and Lower Granite Dam should be built as quickly as possible. Construction 
should be started this year on Lower Monumental Dam. Hills Creek Dam and 
Cougar Dam, which will provide flood control, navigation, power, and other 
benefits should be completed promptly and construction should be started this 
year on Green Peter Dam which will provide similar benefits. 

Specifically, the Portland Chamber of Commerce suggests that in fiscal year 
1959 funds be provided for the various Columbia Basin multiple purpose projects 
as follows: 

(a) Construction funds for continuing projects: 


CRIer eUOCDE TORN. ees oh aoe nba wend anode heehee $2, 400, 000 
eT en oe ee i aiken 18, 500, 000 
Jal Gy ami 12. ies. Ue ea Ce ie aS 8, 000, 000 
1O@r Meter MOMs i553. ical epedadebexcusiese tee) 22, 500, 000 
Se Te iE aad ee ee 13, 000, 000 
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(6) Construction funds for starting new projects: 


I ha os ca en wndicdsimeremienhiegeich 2, 000, 000 
NN cite eecpeovabin imaeicaraians 2, 000, 000 
(c) Preconstruction planning funds: 
I i ace nese avai Sek icin pscbinonh $500, 000 
I ra 200, 000 


In addition to construction funds it is essential that adequate funds be pro- 
vided for carrying out important investigations and preparing reports thereon 
to insure that a balanced, comprehensive program for full economic development 
is maintained. 

Good management and the application of sound business principles imposes 
the additional fiscal requirement that funds for necessary maintenance and 
operation of completed projects be adequately provided. 

The great importance of the conservation and wise use of water resources is 
nowhere more significant than in the Pacific Northwest where that resource is 
so abundant. Projects that have withstood rigorous economic analysis and been 
approved for construction by the Congress have proven, and will continue to be 
excellent investments in the public interest. The magnitude of the water- 
resource-development program requires continued and vigorous participation by 
all responsible agencies—public and private. 

The Portland Chamber of Commerce is very appreciative of this opportunity 
for its representative to appear before this committee and express its views 
and recommendations. 


Senator Neusercer. Will you proceed, Mr. Robinson? 


STATEMENT OF KINSEY M. ROBINSON, PRESIDENT, THE WASH- 
INGTON WATER POWER COMPANY OF SPOKANE 


Mr. Ropinson. Mr. Chairman, I am Kinsey M. Robinson. I appre- 
ciate your courtesy in inviting me to present this statement to your 
committee. I am president of the Washington Water Power Co., of 
Spokane, Wash., and appear on behalf of that company, Pacific Power 
& Light Co.,and Portland General Electric Co. 

S. 3114, sponsored by the Northwest Public Power Association, is 
the latest of several drafts that have been prepared, but differs from 
the others in that it takes the form of amendments to the Bonneville 
Act, evidently with the thought that that would give it less the 
appearance of a valley authority. 

I understand that the hearings at this time have been called pri- 
marily to provide an opportunity to interested citizens to express 
their opinion of the sabetitution of a Federal corporation for the 
present Bonneville Power Administration. The substitution does not 
of itself mean much, but this proposal is much more than a mere sub- 
stitution of form. It is proposed to amend the Bonneville Act to 
change it from an agency with a high degree of control of its policies 
and administration by the Secretary of the Interior, complete control 
over its finances by the Bureau of the Budget and by the Congress, 
and approval of its rates by the Federal Power Commission, to a cor- 
poration with controls to the point of ineffectiveness, or wiped out 
altogether. It presumes to take over complete authority of all projects 
having any power development, including that of the Corps of Engi- 
neers, the Bureau of Reclamation, and the Fish and Wildlife Service. 

Nor is this all. It is proposed that the Federal Government, acting 
through this corporation, should undertake the primary, if not the 
sole responsibility, of providing the electric-energy requirements of 
the people, industry, and the commerce of the Northwest. This re- 
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sponsibility is now shared by regulated private enterprise, local gov- 
ernment agencies, and the Federal Government. I cannot say that 
the present arrangement is wholly satisfactory, but I can say there is 
no need to expand the Government participation beyond that of exist- 
ing agencies to meet such requirements. This bill does not enforce or 
strengthen or make more effective the present system; it seeks to 
abolish it altogether. Local regulated private enterprise and local 
government agencies would have only such rights and participation 
in the electric business as the new Corporation “might see fit to assign 
to them. It would be a giant, a czar, or a dictator over the electric- 
power business. Centralized control of this type is foreign to every 
concept of government that we have and to which we pledge our 
support. 

The economic system of this country has grown and flourished 
because of the initiative, drive, and persistence of private individuals 
and private capital operating under a free capitalistic system. The 
Government has had and does have a role to play, sometimes to help, 
sometimes to regulate, but not to supplant private and local enterprise. 

I would have expected to find in any bill proposing to amend the 
Bonneville Act, provisions designed to protect and encourage the 
development of our water resources by private enterprise. But this 
bill does not do that. It is similar to a multitude of bills introduced 
in the past which have sought the creation of authorities with broad 
powers and discretion in carrying out the wide range of activities 
liberally defined, with implications of even wider range. This bill in 
my judgment would preempt the power field in the Northwest and 
invite, if not compel, the complete annihilation of the private com- 
panies. We certainly do not need this bill. Federal domination of 
power generation in ‘the Northwest, as elsewhere, failed to meet the 
growing needs of power in our area. A program has been and is 
under way moving us from the constant threat of power shortage to a 
position of an adequate supply of power for industry and new jobs 
now and for the future and for urban and rural needs. 

We have made a lot of progress. In 1950 the western group of the 
Northwest Power Pool had installed capacity of 3,450,000 kilowatts. 
In 1958 we have total installed capacity of 7,803,000 kilowatts, and 
an additional 6,060,000 kilowatts under construction or licensed. In 
1950 the Pacific Northwest Utilities Conference Committee, which 
represents both governmental and private power bodies, said to Con- 
gress, as had been said since the end of the war: 

This Conference Committee has submitted statements to the Congress annually 
at this time of year to show that there is a power shortage, a continuing short- 
age in the area; that there is a serious economic impact on the area due to the 
deficiency of power; and that the utilities themselves are utilizing every re- 
source available to meet increasing loads with vastly overburdened generating 
and distributing capabilities. 

Today we are in a position to present to Congress a picture of 
pr ogress and achievement. In the winter of 1949-50, as the statement 

to which I referred noted, the winter peak load of the western group 
of the power pool was 3 "594,000 kilowatts, and that peak load was 
carried only by limitation on load and an overburdening of generat- 
ing facilities. ‘The following winter it proved necessary to extensiv ely 
curtail loads. 
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In the west group of the Northwest Power Pool there are 20 proj- 
ects under construction, major additions to existing projects or under 
license, which will increase the area’s installed capacity by 6,060,000 
kilowatts. Of this total, 2,575,000 kilowatts are in 6 Federal projects 
and 3,485,000 kilowatts are in 14 private and public agency projects. 
The costs associated with these projects amount to approximately 
$2,300 million, of which $800 million has been expended and $1,500 
million will be required to complete them. The Federal Government 
portion amounts to $1,250 million and the private and public agencies 
portion $1,050 million. Of the Government’s portion $525 million 
has been spent, with $725 million to complete the Federal projects. 
The private and public agencies have spent $275 million and must 
ae $775 million more to bring their projects to completion. These 
will all have been completed by 1963 except Mossyrock, which is 
scheduled for completion in 1965, and John Day in 1968. 

The maximum west-group peak load to date has been 7,300,000 
kilowatts and in 1963-64, a year for which we now have under con- 
struction facilities that will carry our loads, our peak load is estimated 
to be 11 million kilowatts. The responsibilities of private agencies 
and the local public agencies to their customers have been met most 
handsomely, and we have underway plans for new projects which, 
given reasonable cooperation, assure that the Renthwon need no 
longer be called a power-short area. 

I most sincerely hope that this committee will conclude that this 
bill, like similar bills in the past, is not in keeping with the free enter- 
prise system. Its adoption I fear would result in confusion of policy 
and delay construction of projects which will be needed only a few 
years hence. I most sincerely urge that in the interests of the Pacific 
Northwest and, indeed, in the interests of the people of the United 
States, that this bill be promptly abandoned. I say this most sin- 
cerely and with full and proper respect for the senatorial sponsors 
who, I understand, have introduced the bill on request, but I hope they 
do not sponsor the policies implicit in the bill to which I have at- 
tempted to direct your attention. 

I have attached a tabulation giving the capacities of the various 
plants with the estimated dates they will be completed. I could do 
that for the reason that you must analyze this ever y month to tell what 
your capacities are out there, because of the projects that are under 
construction all the time. 

Senator Neupercer. The table will appear in full in the record. 

(The table follows :) 
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Senator Nrusercer. Mr. Robinson, you have compared this to a 
valley authority in the opening part of your statement. Were you 
present in the hearing room Selena I asked Mr. Jourolmon about 
this? Mr. Jourolmon is a very capable attorney who has had expe- 
rience in the Pacific Northwest and in the Tennessee Valley Au- 
thority. He said this was very much like the Tennessee Valley 
Authority in many essentials, and he emphasized it did not have 
nearly the jurisdiction over many resources that the TVA has. 

Were you here when he made that statement ? 

Mr. Rorinson. I was here. 

Senator Neusercer. Were you impressed by it at all ? 

Mr. Rostnson. Not a bit. 

Senator Neupercer. You don’t think his statement was accurate? 

Mr. Roxrinson. There are certain things Mr. Jourolmon said which 
I think are absolutely right: It does not include fertilizer or all of 
those things. But as far as the power end of it is concerned, in my 
opinion it is just as strict as the TVA bill. 

Senator Neusercer. I am rather disappointed in your testimony 
because I had hoped, and I think other Senators had hoped, though 
I can only speak for myself, that in this proposal that we had a recom- 
mended type of agency for the Northwest on which nearly all groups 
might be able to agree: public-power groups, private utilities, con- 
servationists, irrigationists, recreation people, fisheries people, and 
so on. 

I am, I must confess, disappointed that you and those for whom you 
speak condemn the idea so vigorously. 

I would like to ask you several questions, if I may. 

You speak rather favorably of the present setup in the Northwest, 
and the present type of administration. When the Bonneville Ad- 
ministration was originally proposed, how did your utility company 
view that? Were you in favor of it or opposed to it / 

Mr. Rostnson. I don’t think that we were opposed to it because 
our understanding of the Bonneville Act was quite different from 
the way it has been interpreted and operated since that time. The 
priority and preference under the early stages of the Bonneville Act 
were for 5 years, and then extended 2 or 3 years, to give the public 
bodies an opportunity to—or people who wanted to form public 
bodies—an opportunity to have that power reserved for them. That 
reservation went on for a number of years, and it was our assumption, 
in talking to Senator McNary and those who were interested in this 
bill, that once these public bodies had had their opportunity to form 
public corporations, where the people wanted that, then this power 
would be for sale to whoever was available. 

But by that time there had been some changes and that thing 
has never occurred since. The priority and preference, I think, in 
the Bonneville Act, as it has been interpreted—and maybe it is right, 
I don’t know, but it wasn’t the understanding we had at the time the 
act was passed—has I think caused more problems in the Northwest 
and done more to discourage industry from coming into the area than 
anything else there is in the bill, because the industrialist wants to 
locate where the resource is, as we found to a large extent in our 
area, outside of aluminum, which came because of the very low-cost 
power and because the plants were built by Uncle Sam during the war 
toa large extent. 
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But they want to be assured that they will have a power supply. 

The Chief of Army Engineers, and the Chief Engineer of the 
Bureau of Reclamation, at the time Bonneville and Grand Coulee 
were started, both said that unless the private companies would forego 
construction of their own plants, and bar from Bonneville and Grand 
Coulee, that those plants would not be successful. Part of this was 
done prior to the time I came to Washington. But having lived over 
in southern Idaho, I understood it pretty well. 

Both the public bodies and the private companies did forego con- 
struction of their own plants. Washington Water Co., never built a 
plant after 1928, and the plant that it finished in 1928 carried its load 
until 1941. And our expectation was to buy power from Bonneville. 
We did for a short time, but they have never been able to take care 
of our load for years. 

Senator Nreusercer. When was Grand Coulee completed? When 
did the first power come on the line? About 1942? 

Mr. Ropinson. 1942 or 1943, some place in there. 

Senator Neusercer. And your company never built a plant between 
1928 and that time ? 

Mr. Rosrnson. No. We had plenty of power. We always carried 
a nice reserve to take care of future loads, and we have never refused 
to sign a contract with an industrial customer yet. 

Senator Neusercer. Did your company favor or oppose the con- 
struction of Grand Coulee? 

Mr. Rostnson. I have heard that they did, but after 

Seantor Neusercer. Did what? 

Mr. Roxnrnson. I have heard that the company did oppose the high 
dam at Grand Coulee, but after looking over the money they have 
contributed to the Spokane Chamber of Commerce to work on Grand 
Coulee, I decided somebody was mistaken in their information. 

Senator Neusercer. The company did issue statements, though, op- 
posing the construction of Grand Coulee; isn’t that correct? 

Mr. Roztnson. My predecessor, being a lawyer, did a lot of talking 
that shouldn’t have been done in the utility business. 

Senator Neusercer. When did you become president of Washington 
Water Power Co. ? 

Mr. Rosrnson. June 15, 1938. 

Senator Nrvusercer. Isn’t it correct that your company and many 
of the companies for which you are speaking in opposition to S. 
3114, issued a report in 1946 predicting a great surplus of energy in 
the Pacific Northwest in a relatively few years that could not be sold, 
and that this was done in an effort to slow down appropriations for 
additional power facilities and load growth in the region? 

Mr. Rostnson. Personally I don’t remember any such statement. 
However, I do remember Dr. Raver testifying before a congressional 
committee, saying that at the time the aluminum plants shut down 
that they probably had a reserve large enough to take care of the next 
5 years growth of the Northwest area. 

Senator Neupercer. I have here a report called, Study of Loads, 
Load Trends, and Resources of Utilities of the Northwest Power Pool, 
Located in Washington, Northern Idaho, and Northern Oregon, sub- 
mitted to Natural Resources Development Committee of the State of 
Washington, January 4, 1946. This has been prepared in response 
to requests by the National Resources Development Committee of 














380 BONNEVILLE PROJECT ACT AMENDMENTS OF 1958 


the State of Washington for a statement on powerloads, resources, 
and surplus during the next 10 or 15 years and submitted by the fol- 
lowing utilities: The Washington Water Power Co., Puget Sound 
Power Co., Seattle City Light, Tacoma City Light, Pacific Power Co., 
Northwestern Electric Co. 

I won’t go into details of the whole report. I will have it appear 
in the hearing record in full at the end of your testimony. 

When it comes down to the surplus that is predicted, there is pre- 
dicted an average surplus in the Northwest of 950,000 kilowatts by 
1950; 780,000 kilowatts by 1955; and 580,000 kilowatts by 1960. This, 
of course, was without the additional Federal dams that have been 
built since 1946. The only reason I cite this, it is not to embarrass 
you, but I want to point out that the very companies that come in 
today and so wholeheartedly condemn the whole basic idea in this 
bill, S. 3114, are the same companies, with certain public agencies 
added—Seattle City Light and Tacoma City Light—which 12 years 
ago predicted a vast surplus of energy in the Northwest. 

Isn’t it possible that you could be equally wrong in condemning this 
bill so wholeheartedly ? 

Mr. Rorrnson. We could be. Apparently that was the combined 
judgment of not only the private companies, but the two largest munic- 
ipalities out there and I don’t think it is too far different than the 
statement which Dr. Raver made before the congressional committee 
at the time the aluminum was shut down following the war. That 
can be checked very easily. 

But personally I didn’t even remember this being done. It may have 
been some committee that was set up by the companies to answer 
somebody’s particular request. 

Senator Neusercer. I don’t want to belabor the point. 

Mr. Roptnson. You said specifically. I don’t think anybody can 
come in here and honestly discuss specific points in this bill. It has 
been 4 years in the drafting. There have been some 7 or 8 drafts of 
it during that period of time, and it was introduced on the 23d day 
of January. The author of the bill came in yesterday with 14 amend- 
ments, and he added a 15th one to it today. 

I am just very frank; I have been used to reading bills and contracts 
and one thing or another, and the only thing that anybody can do, 
as I see it, and be specific at all, is if there is something that they 
dislike or like about the basic theory behind the bill, most anybody 
can honestly come in here and testify to it. 

Senator Neugercer. I am sure you would prefer a bill that has gone 
through many drafts and on which exhaustive hearings are being held, 
and to which many amendments are proposed, than to have some 
willy-nilly legislation rushed off and hurried through without the 
type of consideration that this has had both outside and inside the 
Congress. 

I am sure you would prefer what we are doing here; I am sure 
you would prefer the deliberative type of study we are giving this, 
rather than rush something through in “lip” speed fashion. 

Mr. Roprnson. Absolutely. There have been some 29 bills intro- 
duced on this same subject over the years, none of which got too much 
consideration from the Congress. Here is a bill that has been 4 years 
in the drafting, and within 3 months after it is introduced has 14 
amendments already recommended by the drafter of the bill. 
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Whether you can get together and get this whole thing done—we 
are in business, speaking for the Washington Water Power—we are 
in business out there; we intend to stay in business out there, and we 
intend to supply every customer who wants power from the Wash- 
ington Water Power Co. We can’t supply at 2.1 or 2.7 mills—be- 
cause our taxes are greater than that—per kilowatt-hour to the alumi- 
num industry. We have had no objection to the governmental proj- 
ects serving the aluminum industry, but the average rank and file of 
industry served by our company—and we have approximately as 
many as anybody else in the Northwest on an average—just 1 year’s 
wage increase average for the last 10 exceeds their total power bill. 

Take the production of cement, for instance. Under our rates the 
cost of power is less than 5 percent of the cost of producing a barrel 
of cement. So the price of power doesn’t control whether you bring 
industry in, except, aluminum being the worst case, one which takes 
10 kilowatt-hours of power to produce 1 pound of aluminum. That 
is a higher percentage of the dollar sale of a pound of any product 
than any other industry that I know of. 

We serve Electrolytics, Inc., in north Idaho, which is a hundred 
percent load factor. We sell them power from 4.15 to 4.35 mills. 
They are highly satisfied with it. In fact, they insisted on our sign- 
ing a long-term contract with them. 

So that the low-cost power, as low as 2 mills or so, you are only 
going to attract very few industries with it. 

Senator Neusercer. I would agree on that, Mr. Robinson. How- 
ever, I do want to point this out to you: I have heard this argument 
many times, that the cost of power is a factor in the location of only 
very few industries. There is no doubt about that, that is true. 
However, those industries might be the ones to save the Northwest 
from this boom and bust economy on which we have existed. 

I recently went to Niagara Falls to see for myself the industrial 
concentration there. There are all kinds of chemicals and light metal 
factories in that particular area. They are there at Niagara Falls 
for just one reason—low-cost power. 

That is only an infinitesimal fraction of the industrial complex of 
America. But it has brought vast prosperity to the Niagara Falls 
area on both sides of the international boundary. 

We talked earlier today—and you were in the room—of this Math- 
ieson plant in the Ohio Valley. That is a plant to which the cost 
of power is determinative. You and I would not dispute on that. 

Mr. Roptnson. I would, because they are getting power from Amer- 
ican Gas & Electric at slightly over 4 mills per Eitowatt-hder. 

Senator Neupercer. I thought it was about 314. 

Mr. Rogrnson. In the Olin Mathieson plant. And they have more 
market within a thousand miles of that plant than there is within 3,000 
miles of the plant in the Pacific Northwest. 

Senator Neupercer. Mr. Goldhammer testified that they asked if 
they could get Bonneville power before they went to the Ohio Valley. 

Mr. Rogtnson. I have had 2 or 3 industrial customers ask us for 
power, and we said yes, but they moved someplace else anyhow. 

Senator Neupercer. We do have the fact that there was not one 
single aluminum smelter in the Northwest until the Federal dams were 
built. You would not dispute that ? 
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Mr. Rogrnson. That’s right. 

Senator Neusercer. I grant that aluminum, both smelting and 
fabrication, is only a small part of the employment in America, but it 
could be very important to the Northwest where we have been so 
dependent on these fluctuating and undependable extractive indus- 
tries of lumber and mining. That is the only point that I would make 
in disputing you. I agree with you that power is essential so far as 
the location is concerned, only to a very few industries. Just as sun- 
shine is perhaps important only to the movie industry. But if I could 

t the movie industry in the State or town where I live, I would 

ike to have it. 

And that is the only point I make to you, that low-cost power is one 
of our few resources in the Northwest that might attract an industry. 
Why not try to attract every single industry in which power is the 
decisive factor ? 

Mr. Rogrnson. Personally, I would like to see the aluminum indus- 
try that is out there get a longtime source of power so that they would 
be sure they could stay. But I don’t believe that you could bring 
many more aluminum-pig plants out there to the Pacific Northwest 
when they have been shipping from 55 to 65 percent of their pig out 
of there to the Middle West and the East for processing. 

I think that you can always encourage an industry to come into an 
area where if you had, in the whole Pacific Northwest, 100 percent 
use of the aluminum pig that they make out there. Then I think you 
can encourage them. But I don’t think any customer today is going 
to encourage a new aluminum industry in the Pacific Northwest beyond 
the ones that are there today. 

Senator Neusercer. I won’t dispute that with you. I want to men- 
tion one other thing. You pointed out that 29 bills had been intro- 
duced somewhat along this line, although I think substantially dif- 
ferent in many essentials, over the years. I would remind you that 
many things that eventually become reality do take a long time. 

I recall Beicatie Church making a speech on the floor of the Senate, 
in which he quoted from an address delivered by one of his illustrious 
predecessors, the late Senator Borah—and I believe the address was 
delivered around 1909 or 1910—in which Senator Borah advocated that 
the Federal Government deliver the power generated in the North- 
west. It was a quarter of a century later that the first Federal dam 
was built and started at Bonneville. 

So many ideas take a long time to develop. That doesn’t neces- 
sarily mean the ideas are bad. It means that when they eventually 
tee form, that it has had the consideration of many mature 
minds. 

As to S. 3114, let me ask you this: Have you any amendment to 
propose that would make this basic idea—let’s forget all nonessentials 
because the purpose of this hearing is to develop all sorts of ideas 
that can be compounded into a final bill—can you think of any sub- 
stantial changes, feasible changes in this general idea, which would 
make the concept of a Columbia River Regional Power Corporation 
acceptable to you and your associates in the private utility industry ? 

Mr. Rosrnson. I think any bill or act that is passed that will 
produce a maximum amount of power and give the most people the 
benefit of it, would be a bill that had no priority or preference in it, 
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because if you are going to have plenty of power priority or prefer- 
ence doesn’t count. It is only when you are out of power, or when 
you want to shift the low-cost power to a certain group of people and 
make other groups of people become secondary citizens. 

It isn’t the power companies that they are cracking, it is our cus- 
tomers. We have 150,000 customers who are paying their taxes to 
help build these plants, the same as everybody else. And there is no 
reason in my mind why they shouldn’t have the same opportunity to 
use that low-cost power which they subsidize with their money, as 
well as somebody else. 

My ideas are different than other people’s, I will grant you. That 
will bring more unity in the Northwest than anything else. 

Secondly, I think there ought to be encouragement for the dis- 
tributors of power, both public and private, out there, to do every- 
thing they can to build their own plants and take care of their own 
customers. You can’t always be dependent on somebody else. Be- 
cause if you have to go to Congress for approval of a project first, 
and you have to sell the bonds to the Treasury, you have got the same 
kind of a possible slowing effect of expenditure of money that has 

saused and created the power shortage in the Northwest. 

We know it will take $300 million a year to take care of the genera- 
tion of the Pacific Northwest in the foreseeable future. Even in the 
heyday of spending money by the Federal Government on genera- 
tion, it only ran $130 million to $140 million a year. 

Is Uncle Sam ready to put up $300 million a year for the Pacific 
Northwest alone and let the rest of the Nation take care of itself? 
I just don’t believe he is. You are in Congress. You know a lot 
more about it than I do. 

Senator Nreusercer. I gather that one of the hopes of the people 
who originally promoted and advanced this idea is that by being om 
to use their own revenues, and to encourage the sale of bonds directly 
by the Treasury, that they can bypass some of the rather laborious 
processes which they now have to undergo to secure funds from 
Congress. 

In other words, I understand that is one of the purposes of this 
legislation. 

Mr. Ropsrnson. But as long as the Treasury buys the bonds there is 
not much difference between appropriations and buying the bonds. 
It is still coming out of the same pocket. 

Senator Nreupercer. I felt that Mr. Norwood made a reasonable 
explanation of the fact that this would not involve as long and tortuous 
and difficult a process as now is required for appropriations. I felt 
he made a reasonable case of that. 

Mr. Rozrnson. When was that ? 

Senator Neupercer. That was yesterday. 

Mr. Rosrtnson. Iam sorry; I wasn’t here yesterday. 

Senator Neusercer. Mr. Mapes, do you have any questions of Mr. 
Robinson ? 

Mr. Marrs. The only question I have of Mr. Robinson concerns 
the figure of $300 million a year. I have seen that figure used several 
times, but I have never seen it applied strictly to the generation. It is 
my understanding that applied to generation, transmission, and distri- 
bution. Is that not correct ? 
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Mr. Rosrnson. No. Whether it includes backbone transmission, I 
wouldn’t be too positive. But it is a figure that has been developed 
out there by both the public and private groups who have participated 
in these discussions, as a basic requirement, and that wouldn't be more 
roe the backbone transmission. No distribution or anything like 
that 

Mr. Marrs. Do you habe any breakdown of that ? 

Mr. Rosrnson. I don’t have it with me, no, but I can supply it. 

Mr. Mapes. Would you supply it for the record ¢ 

Mr. Roptnson. Yes. 

(The information referred to had not been received prior to printing 
of the record.) 

Senator Neusercer. In other words the Northwest needs every year 
an investment in power equivalent to one dam of the proportions of 
John Day; is that correct ? 

Mr. Roprnson. Yes, sir. It takes about 500,000 kilowatts of firm 
load-carrying capability, and I think John Day’s firm load-carrying 
capability is a little over 600,000 kilowatts. 

Senator Nrevsercer. I thought John Day had a greater capacity. 

Mr. Roptnson. It has a machine capacity of a million kilowatts. 
But you never get more than 60 to 65 percent in firm load-carrying 
capability. There is peaking capacity for the rest, but not energy. 

r. Mares. I think with the present degree of upstream storage 
the figure is closer to 700,000—between 650,000 and 700,000, if I 
remember correctly. 

Senator Neupercer. I thought it was larger than Mr. Robinson said. 
That is purely a technical point. We can establish that. 

(Staff insert :) 

The initial installed capacity of John Day Dam as presently planned will be 
1,200,000 kilowatts. Its nominal prime-power capability will be 774,000 kilo- 
watts, which at a system load factor of 75 percent would give a firm-power load- 
earrying capability of 1,032,000 kilowatts, excluding transmission losses and 
other minor factors. 

Mr. Rosrnson. They are nameplate rating, and that is about all 
you can use because the load-carrying capability, both as to peaking 
and as to energy, entirely depends upon water and a number of things. 
That is why on anything I present I put nameplate rating so that you 
would know what it is. 

Senator Neusercer. General Itschner, when he testified before our 
Interior Committee regarding developments in the Soviet Union, men- 
tioned the fact that, with the appropriate development of upstream 
storage, I think he said John Day could attain 2 million kilowatts of 
ultimate capacity. I will have to check that, of course, with the 
general’s testimony. 

Mr. Rozrnson. If you have enough upstream storage that will all 
improve. We have two plants. We finished the Cabinet Gorge 
plant, 230,000 kilowatts plant, in 1952, that cost $48 million. We have 
a 400,000-kilowatt plant under construction in the Clark Fork River 
in western Montana at a cost of $87 million. 

As far as Washington Water Power is concerned we will be self- 
sufficient in 1959, and we would like to keep that way. 

Senator Nevseraer. I have another question, Mr. Robinson, if I 
may. You felt that any legislation which approaches final form 
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regarding regional corporations should have no preference clause. It 
has been suggested to me that—and this is purely a suggestion that has 
come in the mail, and in oral conversations with people—that there 
might be a preference clause that would protect comparatively small 
rural electric cooperatives and municipal systems and others with 
relatively small loads and no generating capacity of their own, but 
would not be extended to great public systems of vast dimensions. Do 
you think some sort of a compromise such as that 

Mr. Rogrnson. I think these REA’s should be protected because 
they are going to be broke unless they get Government power, wherever 
they get it, at the lowest cost they can possibly get it, Shs they are 
in very badly scattered areas. 

As far as I am concerned, I have always been for the REA’s pro- 
ceeding to serve rural customers because it is that kind of business, 
and I think they ought to be protected in any way they can. 

Senator Neusercer. I feel that very strongly. 

Mr. Mapes, do you have any questions ? 

Mr. Marrs. No, sir. 

Mr. Rosinson. I appreciate your letting me go on at this time. 

Senator Neusercer. I regret that we have had so long a day on this. 
But we did want to exhaust some of these urgent questions. We ap- 
preciate your coming. 

This is the 1946 report for the hearing record. It will go in follow- 
ing Mr. Robinson’s testimony. 

(The report follows :) 





Stupy or LoAps, LOAD TRENDS, AND RESOURCES OF UTILITIES OF THE NORTHWEST 
PoweER Poot LOCATED IN WASHINGTON, NORTHERN IDAHO, AND NORTHERN 
OREGON, SUBMITTED TO NATURAL RESOURCES DEVELOPMENT COMMITTEE OF THE 
STATE OF WASHINGTON, JANUARY 4, 1946 


MEMORANDUM ON LOADS AND RESOURCES IN THE NORTHWEST—PURPOSE AND SCOPE 


This memorandum has been prepared in response to a request by the Natural 
Resources Development Committee of the State of Washington for a statement 
on power loads, resources, and surpluses during the next 10 to 15 years and is 
submitted by the following utilities: The Washington Water Power Co., Puget 
Sound Power & Light Co., Seattle City Light, Tacoma City Light, Pacific Power 
& Light Co., Northwestern Electric Co. 

The data have been obtained from the Northwest Power Pool and include 
the loads and resources of the above utilities and also of the Portland General 
Electric Co., and the Bonneville Power Administration, although the two latter 
are not participating in this memorandum. 


LOADS 


Attached hereto are curves showing historical loads, long-term trends, and 
percent annual loss growth for the entire United States, and for the western 
group of the Northwest Power Pool comprising the utilities in Washington, 
northern Idaho, and northern Oregon. The curves are preliminary only and 
have been prepared by the power pool as part of a comprehensive study for 
discussion at its forthcoming meeting. However, the utilities listed above are 
using them as being helpful basic information in estimating future load trends. 

It is not possible to confine the study to the State of Washington, but it has 
been limited to the load and transmission area of those utilities of the power 
pool in northern Idaho, all of Washington, and northern Oregon. This area 
could be considered as accessible as a market (although not necessarily exclu- 
sive) for plants now completed and projected in the State of Washington. 

Since the future cannot be predicted with certainty or accuracy, estimates 
of events to come must be based in large measure upon past history. This 
applies to electric load growth, and, fortunately, a record of many years is avail- 
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able to show what has happened in the past and to indicate what appears likely 
to happen in the future. From the historical data on past load growth, long- 
term trends can be established which cut through the middle of booms, depres- 
sions, war-created expansions, postwar regressions, inflations, and other busi- 
ness influences. This results in a surprisingly regular curve in spite of all 
the diverse factors. Such long-term trends take into account all of the past 
developments, inventions, and discoveries, the movement of peoples and indus- 
tries, and all the factors that have caused the load to vary as it has in the 
past. Extending such long-term trends into the future, gives a basis for esti- 
mating probable future load growth. 


United States 


The first drawing shows the load growth for the entire United States as 
plotted from Federal Power Commission published data. The actual average 
(as distinguished from peak) load is shown by the crooked solid line, and it 
will be noted that this load reached a maximum in 1945 and started downward 
at that time. At present, the Nation’s electric powerload is dropping precipi- 
tously as war loads and war contracts are being terminated. 

The heavy dashed line is the long-term trend of average load for the Nation. 
It cuts through the high and low areas following the center of gravity, so that 
pluses and minuses are approximately equal. The steep rise in the last few 
years will, based on past history, presumably be balanced in the future. 

The dot-and-dash line crossing the long-term trend line, represents the per- 
centage annual growth of the average load trend. It will be noted that this, too, 
is in the form of a curve and drops steadily from 20 percent or more in the early 
days to 10 percent in 1920, 6 percent in 1930 and about 4 percent at the present 
time. Both the load trend curve and the percentage growth curve have been 
extended into the future, following the curvatures established from the historical 
record. 


Western group of the Northwest Power Pool 


Two drawings have been prepared covering average and peak for the eight 
utilities comprising the western group of the Northwest Power Pool mentioned 
earlier. A striking similarity between the average load of this group and that 
of the whole United States is noticeable. The war bulge, however, is consider- 
ably greater in proportion for the Northwest than for the whole country. This 
indicates that the Northwest carried a greater share of the war load than the 
rest of the United States. A large portion of this war load was carried by the 
Bonneville system. 

The average load trend curve and the percentage load growth were drawn in 
the same manner as the corresponding curves for the whole country. It is seen 
that here, too, the percentage of growth has been dropping steadily, but that 
the rate of growth is slightly higher than for the country as a whole. 

On a separate drawing are shown historical peak loads and long-term peak- 
load trends, as well as the annual load factors for this same group. The curve 
showing the peak-load trend has been plotted directly from the curves showing 
trends of average loads and annual load factors. 

From the curves, it is seen that in 1943 and 1944 both peak and average loads 
attained values far in excess of their respective trends in those years. Although 
much, and possibly all, of this bulge was due to the war, it is believed that some 
of this increased load, or its equivalent in new loads, will remain for the duration 
of the period under consideration. 

In other words, the actual load, both peak and average, is assumed to exceed 
the long-term trend by one-half the amount it exceeded the trend at the peak of 
the war load. 

Following this assumption, the assumed trend has been plotted above and 
parallel to the long-term trend on the photoprints of the drawings and are of the 
following magnitudes: 

[In kilowatts] 





Year Peak load Average 





load 
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Resources under critical water conditions 
{In kilowatts] 


Peak Average 


The present resources of the western group of the Northwest Power Pool as 

shown in the latter’s 1945-47 operating program are__-._._-....----------- . 2, 844, 000 2, 076, 000 
Under construction (raising Ross Dam to elevation | 1,525 feet. Alder unit 

No. 2, substituting 3 large Grand Coulee units for present 2 Shasta units, 

added storage water from Hungry Horse Reservoir—all authorized and in 


WOOOINE.. 5:0. SOO LR RSE. A. se A ees 212, 000 212, 000 

A Ae ITN OSC EH ALON SS WE 5 Ii TEN Mel Tae hE Pee ty “poet 3, 056, 000 2, 288, 000 
Additional Grand Coulee units (bringing total up WO eA 700,000 fo. BLS 
I pee alla serrate Bun shits ditty ceininaiatialiteaieie tee nitiiicamacieiaieameaiil 3, 806, 000 2, 288, 000 


The above resources do not include Umatilla, Foster Creek, or any other new 
developments. Additional units at Grand Coulee are included in accordance 
with the suggestion of the Natural Resources Development Committee to consider 
Grand Coulee developed to 15 units. However, in setting up a program looking 
to increased generating capacity, consideration would presumably be given to 
possible substantial additions to other existing projects in the area which would 
produce well over a half million kilowatts in the plants of the six utilities sub- 
scribing to this memorandum, without evaluating any of the undeveloped 
projects near load centers. The choice of the most suitable installations, 
whether these be additional units at Grand Coulee, extensions to existing plants 
in the area or development of some of the new projects, and the timing of such 
additional installations, would be determined presumably in accordance with 
requirements as they arise. 

SURPLUS 


The difference between resources and load represents surplus and reserve 
capacity. Based on the assumed trends and above resources, the surplus and 
reserve capacity available to the eight utilities in the western group will be as 
follows: 





[In kilowatts] 
Year Peak Average 
surplus surplus 
BO ooo Sei cckleddledduccddeunsnnbannsatuetncuarueenen ee naceeeaeake smambnaweae 1, 750, 000 950, 000 
Dre sid aeanniiniinademhnapindiatad—epieianiume tain pee sie amnaie idee 1, 450, 000 780, 000 
DID sn vce ccs cnccasenadshannesedcbadbhauwnbudelawhenthintethbicnil <pidibdibia ction 2, 100, 000 580, 000 








These surpluses may be modified somewhat by a long-term program of irrigation 
pumping at Grand Coulee, which will be done generally during the flood season of 
the Columbia River and will be terminated before the occurrence of the December 
peak load. During the period under consideration, there appear to be ample 
surpluses to take care of this pumping without seriously disturbing the above 
figures. 

The utilities submitting this memorandum recognize that the loads served by 
any utility will probably be above or below the measured-trend line and the trend 
lines do not represent future estimated loads for any individual utility or portion 
of the area included herein. 

The assumed-trend line has been developed by discussion of representatives 
of the utilities herein listed, and is based on several opinions of the rate of load 
growth, some of which were greater than and some less than the assumed trend 
shown on the charts. 


Senator Neupercer. At this point in the record, I think it would be 
proper to include a letter I have received from Mr. Paul B. McKee, 
president of Pacific Power & Light Co., one of the major private utili- 
ties of the Northwest, with o erations in Oregon, Washington, Idaho, 
and Wyoming, I believe. Mr . McKee indicates in his letter that, for 
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the purposes of these hearings, Mr. Robinson speaks for Pacific Power 
& Light as well as Washington Water Power Co. 
(The matter referred to is as follows:) 


Paciric Power & LicuT Co., 
Portland, Oreg., May 16, 1958. 
Hon. Ricnarp L. NEUBERGER, 
Senate Office Building, Washington, D.C. 

Deak SENATOR NEUBERGER: This acknowledges receipt of your favor of May 9. 
Due to the many business matters requiring my personal attention and that of 
the members of my staff, it will be impossible for any of us to be at the hearings 
on May 21, 22, or 23. Mr. Kinsey Robinson, president of the Washington Water 
Power Co., expects to appear, and we have asked him to speak on our behalf. 
I regret that this matter came up at a time when it was impossible for us to have 
someone from our company at the hearings to speak for us. It is my under- 
standing that the present hearing is preliminary in nature, to afford an oppor- 
tunity to the public to express their general attitude to the rather startling 
changes in the Bonneville Act. This will be done by Mr. Robinson. No doubt 
there will be subsequent hearings at which we will have an opportunity to appear. 

Some months ago the Oregon Democrat requested a statement from me con- 
cerning my attitude toward some of the problems involved in the hearings. I am 
taking the liberty of enclosing herewith a reproduction of that statement. I 
think this is a fair statement of my position toward resource development and 
what is necessary to go ahead on a fair program of development. 

Thanking you for your invitation, Iam 

Most sincerely yours, 
Pau B. McKEE. 


[Oregon Democrat, August 1, 1957] 
PRIVATE VERSUS PUBLIC UTILITIES ARGUED 


Many experts have testified that Northwest development will 
depend on supplies of low-cost power. It is often claimed that the 
Federal-preference clause and ownership of distribution systems 
affect the cost of power and the allocation of Federal hydro. 

Two Northwest power authorities have been asked to answer the 
question : “What is the best way to distribute Columbia River hydro- 
power to maximize Oregon industrial development?” 


THE PRIVATE WAY 
By Paul B. McKee, president, Pacific Power & Light Co. 


Fundamental to Oregon’s industrial growth is the development of an adequate 
power supply to meet the needs of all consumers. That should be our common 
objective, and the attainment of this objective requires the combined efforts of 
all who share in the responsibility for power development—local agencies, both 
private and public, and agencies of the Federal Government. 

Availability and dependability of power supply is of primary importance to 
industry. We need to keep in perspective the fact that, for United States indus- 
try as a whole, the cost of power represents less than 1 percent of total product 
cost. Other expense items, including taxes, generally have much more to do with 
an industry’s choice of location. So long as power rates are reasonable, and they 
are, and we have power service promptly available, we can, and will, have con- 
tinued industrial development. 

It should be obvious that we cannot have a healthy climate for industry unless 
all segments of our economy and of our population have adequate power to meet 
their needs. To set aside power for industry and ration electricity to homes, 
farms, and business establishments would create such public unrest and discon- 
tent that industry would be frightened away from Oregon or any other area that 
tried such a scheme, instead of being attracted to the State. 

The answer clearly is to develop enough power for all—for the blacksmith who 
sharpens plowshares and welds broken tractor parts, as well as for a big new 
industry. There are too many complex interrelationships within our economy 
for a modern Solomon to be able to decide who should get power and who shouldn’t. 
This is as true with respect to power from Federal projects on the Columbia River 
as it is with respect to power from any other source. 
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In equity, Columbia River power should be shared by all citizens within the 
transmission region, through the distribution systems of their choice. Citizens 
who elect to be served by a private distributor should receive the same considera- 
tion from their Government as those who may elect to be served through some 
type of public agency. 

A payroll industry supplied with power by a private utility is just as important 
to our economic welfare as a similar industry supplied through a public agency. 

It is with this philosophy of abundant power for all that Pacific Power & Light 
Co., for example, is going forward with the largest construction program in its 
history. Other utilities, public as well as private, likewise are moving ahead. 

Hlectrie utility companies having operations in Oregon today have under con- 
struction, by themselves or under partnership contracts with neighboring public 
agencies, a total of 1,099,962 kilowatts of new hydroelectric generating capacity. 

This new power is being developed to serve the growth requirements of the pub- 
lic as a whole, including all categories of our industral needs. 

It is only through such an approach to our power problems that we will get 
sound and diversified industrial development. 


THe PusLIcC Way 
By Gus Norwood 


An ideal, comprehensive electric power program for Oregon, in my humble 
opinion, should meet the test expressed in a motto now used by many Northwest 
consumer-owned electric systems : 

“To provide the best possible electric service at the lowest possible cost con- 
sistent with sound business principles.” 

The Bank of Montreal in its August 1953 issue of Business Review puts it 
this way: 

“In an industrial economy, the abundance or scarcity of cheap electricity is 
likely to govern the rate of productivity and the standard of living.” 

After the 1902 Pennsylvania coal strike, the conservative leadership of the 
Province of Ontario, Canada, asked themselves, “Why import black coal? Why 
not harness our own white coal—our hydroelectric power?” 

They did. They created the nonprofit Hydro-Electric Commission of Ontario 
in 1906. Today, Ontario is the industrial heart of Canada with a third of 
Canada’s population and with hundreds of United States firms enjoying On- 
tario’s low-cost power. 

Canadians use 75 percent more power per capita than we do (1950 basis), and 
their overall power cost is less than half the United States rates. Canada is 
70 percent public power. 

Oregon’s consumer-owned power systems confirm Canadian experience in 
achieving low-cost power. Ten of Oregon's public and cooperative power systems 
recently received the coveted “1-cent power achievement award” for selling 
electricity at an average residential rate of 1 cent per kilowatt-hour or less. 
No private system has ever qualified. 

Histrically, Oregon has not been and is not today a significant industrial State. 
The question relates to the future. 

A threefold program of action would be my suggestion : 

1. Federal—Amendment of the Bonneville Act to convert BPA into the Co- 
lumbia River Development Corporation. Draft of legislation is ready to go. 

2. State-—Implement’ article 11 (d) of the Oregon constitution by creating 
the authorized Oregon Power Commission. Initially, this agency could pur- 
chase BPA power for resale to much-needed Oregon industrial expansion. 


3. Local.—Establishment of consumer-owned electric systems so Oregon people 
may continually enjoy 1-cent power and retain for public benefit the $25 million 
in profits and Federal profits tax every year which now leaves the State as electric 
profits. That’s a lot of money, and it is increasing every year. 

Senator Neurercer. In addition, we have received statements and 
letters from several Northwest and National groups and individuals, 
chambers of commerce, the Farm Bureau, and the like, taking posi- 
tions in opposition to S. 3114. These statements will also be included 
in the record at this point. 
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(The matter referred to is as follows:) 


IDAHO STATE CHAMBER OF COMMERCE, 
Boise, Idaho, May 15, 1958. 
Senator RicHarp L. NEUBERGER, 
Senate Ofiice Building, Washington, D. C. 


My Dear SENATOR: While I will not attempt to make a detailed outline of all 
our objections to Senate bill 3114, I am anxious that the members of the Rivers 
and Harbors Subcommittee shall have knowledge of our opposition. 

One of the principal objections is that, in our opinion, this strikes at the right 
of Idaho as a State to exercise its constitutional authority to control water 
within the State and to have some semblance of control over the programing 
of its own economic development as this might be influenced by the use of 
water for its multiple purposes. It hardly need be stressed here that our 
economy is inseparably geared to our water resources. 

We are also deeply concerned over the long-range effect that such legislation 
would have upon the investment of private capital in facilities for utilization 
of our water resources including hydroelectric power as well as irrigation 
systems. We cannot stand idly by and permit the Federal Government to 
usurp a tax-producing resource which has been of tremendous importance to 
State and local government in the past and which will continue to assist in the 
financing of governmental operations within the State if it is not taken from 
us by congressional action such as is contemplated in S. 3114. 

We respectfully request that this statement be included in the record of the 
hearing scheduled to begin May 21. 

Yours very truly, 
EarL W. Murpuy, Secretary. 


OREGON Farm BuREAU FEDERATION, 
Salem, Oreg., May 14, 1958. 
Hon. DENNIS CHAVEZ, 
Chairman, Senate Committee on Public Works, 
Washington, D. C. 


Dear SENATOR CHAVEZ: We understand that S. 3114, amending the Bonneville 
Power Act, will come up for hearings before the Committee on Public Works, 
May 21, 22, and 23. 

As the Oregon Farm Bureau Federation has resolutions covering this subject, 
we deem it necessary to bring to your attention our opposition to the enactment 
of this measure. The bill, though modified in detail from previous plans for 
Federal development of the Columbia Basin, is still basically a Federal control 
measure. 

This proposal appears to be another step in the assumption of responsibilities 
by the Federal Government that should be borne by local citizenry. The people 
of the Northwest have failed, so far, to set up an agency of their own to 
deal with the development problem. This may, in part, be due to the erosion 
of the sense of local responsibility that has gone with the steady encroachment 
in one local field after another by the Federal Government. This failure tends 
to create a vacuum into which Federal agencies readily move. 

We do not feel that the urgency of development of the Columbia Basin over- 
shadows the urgency of the people of the region retaining the responsibility 
and the right to develop it with their own resources and their own agencies. 

We would appreciate this letter being incorporated into the record of the 
forthcoming hearing. 

Very truly yours, 
GERALD W. DETERING, President. 
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PORTLAND, OreEG., May 13, 1958. 
Hon. DENNIS CHAVEZ. 
Chairman Senate Public Works Committee, 
Senate Offce Building, Washington, D. C. 

Dear SENATOR: Herewith four copies of statement regarding 8. 3114, which 
we request be published in the record of the hearings on the above-mentioned 
bill to be held May 21st to the 23d. 

Thanks very much for your attention. 

Yours truly, 
LEoNARD A, ANDRUS. 


PORTLAND, OreEG., May 13, 1958. 
Hon. DENNIS CHAVEZ, 
Chairman Senate Public Works Committee, 
Washington, D. C. 

Dear SENATOR: The undersigned members of the engineering profession liv- 
ing in Portland, Oreg., oppose Senate bill 3114, a bill to create a Columbia 
Valley Development Corporation, for the following reasons: 

1. This bill would create a Government-owned entity whose objective 
would be to engage in the ownership and operation of facilities for pro- 
ducing and selling electric energy. Hence this is socialism at the Federal 
Government level. We believe the Federal Government should not add 
socialistic practices to its many other activities. 

2. This bill would authorize a Columbia Valley Authority run by 5 di- 
rectors appointed by the President of the United States. These 5 men 
would have dictatorial powers over all resource development activities 
throughout the Columbia River Valley. They need justify their decisions 
to no individual nor to any group in the valley. To secure his appointment, 
each Commissioner must be an avowed believer in socialism. To secure 
favorable action from such a commission on an application for a license is 
practically out of the question for a nonbeliever in socialism. 

3. The proponents of this bill tell us that through it electric power will 
become plentiful in the Columbia Valley. How can this be when no sure 
provision is made for filling the needs of the private utilities who serve 
over 60 percent of the users in the area and are now on notice that the Goy- 
ernment agency from whom they now buy nearly 40 percent of the power 
they sell, will cut them off entirely by the end of 153? 

4. This proposed Government corporation is supposed to finance its needs 
by the sale of revenue bonds. But what an upstanding, self-reliant con- 
cern is proposed. If the bond dealers refuse to buy the bonds, what then? 
Uncle, of course. The United States Treasury must take them. The whole 
proposal is a mere dodge to avoid the “appropriation process” and other 
phases of congressional control. 

5. We are to have a “Columbia Valley Development Corporation.” This 
name has an inclusive sound as if everyone was to participate in its 
responsibilities and benefits. A carefully nurtured delusion. The only 
beneficiaries are the public power distributors and their customers and the 
present and future subsidized industries to whom the Corporation would 
sell direct. The private utilities and their customers have no place in 
this picture, even though their needs are over 150 percent of those of the 
public distributors. 

6. There is no real need for this Corporation. The only distributors 
of electric power that are short are—or shortly, will be—the private dis- 
tributors. They will be short only because their applications for develop- 
ment licenses have been denied by Government commissions or the Congress. 
The Socialist-minded and their dupes have alleged “monopoly,” “special 
privilege,” “giveaways of the people’s heritage,’ and like dirty words to 
which are giver implications not substantiated by facts. All that is needed 
is that these private utilities be given privileges in proportion t» their 
size in the industry instead of being hindered at every turn. Then there 
would be no power shortage in the Columbia Valley on which could be 
hung allegations that a duplicate of the TVA is needed in this area. 

7. The actual facts are that Chelan County Public Utility District De- 
velopment at Rocky Reach and Grant County Public Utility District De- 
velopment at Priest Rapids, both in Washington State, have been made 
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possible solely through the financial guaranties given by the major city- 
owned systems, public utility districts in Oregon and Washington, private 
utilities, and one industry. 
We urge that your committee report unfavorably on this bill and in the 
strongest language possible. 
Respectfully submitted. 
W. E. BUELL. 
LEONARD A. ANDRUS. 


AMERICAN FARM BUREAU FEDERATION, 
Washington, D. C., May 20, 1958. 
Hon. Rosert 8S. Kerr, 
Chairman, Subcommittee on Flood Control, Rivers, and Harbors, 
Senate Committee on Public Works, Washington, D. C. 

DEAR SENATOR KERR: This is to advise you concerning the views of the Ameri- 
ean Farm Bureau Federation with respect to 8S. 3114, to establish a Columbia 
River Development Corporation. 

For many years the voting delegates of the member State farm bureaus 
have reaffirmed the following statement of policy at our annual meetings: 

“The production, transmission, and distribution of power, including the com- 
mercial production of electric power from atomic materials, should be primarily 
a function of private enterprise, either cooperative or noncooperative. The 
entry of the Federal Government into the power business should be restricted 
to those instances where adequate development cannot be had otherwise.” 

S. 3114 would authorize the Corporation created thereunder to acquire private 
power enterprises in the area, to construct additional hydroelectric facilities, 
and to construct transmission lines—and to tap the private money market 
for the capital to undertake such functions. Although congressional retention 
of authorizing authority for specific expansion is apparently retained, the enact- 
ment of the bill would have the obvious effect of choking off private investment 
in the area and thus creating a need for Federal investment. 

It would seem the immediate effect of the enactment of the bill would be 
a substantial reduction in private investment in power industry in the area 
and a major expansion in Federal investment. It would seem probable that 
the long-run effect might well be a Federal monopoly of power production and 
wholesale distribution in the area. 

We do not believe that this would be a desirable development, or that there is 
any reason for the Federal Government to expand its involvement in com- 
mercial business to the extent S. 3114 would indicate. 

As we understand the situation, one of the underlying purposes of the bill 
is to obtain a unified and orderly development of the water resource of the Co- 
lumbia River with appropriate consideration to multiple-use objectives. 

We share with the bill’s proponents a conviction that comprehensive and co- 
ordinated development of the Columbia River, or any river, is imperatively nec- 
essary. 

We do not, however, believe that such comprehensive and coordinated develop- 
ment can be accomplished only by Federal agency, Federal control, and Federal 
investment. 

This objective can, we believe, be most effectively accomplished by the creation 
of a Federal-State river commission to undertake a continuing study of the ef- 
fective development and use of the resources of the river. 

This approach provides what seems to us to represent a desirable approach 
toward reconciling divergent views and to permit a comprehensive and coordi- 
nated development of resources involving an appropriate melding of public and 
private responsibility. 

It will be appreciated if you will incorporate this letter in the hearing record. 

Very sincerely, 





MATT TRIGGS, 
Assistant Legislative Director. 
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ELKo, NEv., May 12, 1958. 
Hon. ALAN E. BIBLe, 


United States Senate, 
Washington, D. C. 


My DEAR SENATOR: This letter relates to S. 3114, a bill to create a Columbia 
Valley Development Corporation. This is a voluminous bill which would amend 
the Bonneville Act of 1937 to create the proposed Corporation. 

Senate hearings are being held on 8. 3114 on May 21, 22, and 23 by the Senate 
Public Works Committee. 

For many years, I have been one of three Nevada Commissioners to the Co- 
lumbia Interstate Compact Commission and for that reason, have some knowl- 
edge of the impact of the above mentioned bill. I am writing to acquaint you 
with my attitude. 

This bill would create a body similar to TVA which would impose itself on the 
economy of the entire Northwest, and, while Nevada, at the moment may see no 
direct effects, at a later date—as in the case of Hoover Dam—may find its posi- 
tion influenced by a dictatorial Authority. One field, which could be subject to 
the wishes of such an Authority, is the field of electric power. At present, 
northeastern Nevada looks to Idaho for electric power if industrial development 
should become a reality, and preliminary negotiations have progressed to the 
point of a common understanding of the needs of this area. As our requirements 
develop, it is understood a supply of power is available to us. 

I am concerned, too, about the ever-growing threat of socialism and it is my 
opinion that no law can be written that vests such a concentration of economic 
and quasi-political power in the centrally controlled Federal corporate authority 
as intended by the advocates of 8. 3114, which is apparent from an examination 
of the bill itself, without endangering the economic rights and the freedom of 
the people over which the Federal Corporation has jurisdiction. 

Here, too, we have a clear-cut example of the attempts being made to subjugate 
the States to Federal domination, entirely contrary to our belief in absolute 
necessity for strong State government. 

Here is a bill which, in the best interest of the entire United States, demands 
of you an expression of your political philosophy for either an ever growing 
socialism or for a free republic, a democracy, and all it implies. 

It is my deep conviction that S. 3114 should never become a law and that the 
Columbia Valley Development Corporation as envisioned by its advocates, should 
never be brought into existence. 

Your serious consideration of this bill will be sincerely appreciated, and your 
vote in opposition will be considered a vote in the best interest of the entire 
United States. 

Very truly yours, 
M. E. LUNpBERG. 


THE ASSOCIATED GENERAL CONTRACTORS OF AMERICA, INC., 
Washington, D. C., June 6, 1958. 
Subject: S. 3114 to establish a Columbia River Development Corporation. 
Hon. Rosert 8S. Kerr, 
Chairman, Subcommittee on Rivers and Flood Control of the Senate 
Public Works Committee, Senate Office Building, Washington, D. C. 

Dear SENATOR Kerr: This statement is presented for the record of the hear- 
ings recently held on §S. 3114, on behalf of the Associated General Contractors of 
America, an organization of more than 7,000 general construction contractors 
who perform annually the great majority of the Nation’s construction. 

Over a period of many years, the association, in annual conventions and semi- 
annual meetings of its board of directors, has passed unanimously, resolutions 
expressing its unqualified disapproval of all legislation the purpose of which 
was to establish so-called valley authorities. The proponents of S. 3114 have 
repeatedly said that the bill is not a valley authority measure. However, although 
it does not provide that the proposed Columbia River Development Corporation 
shall engage in some of the activities which have been undertaken by the Ten- 
nessee Valley Authority, the measure has all the objectionable basic features 
of valley authority legislation and, as is usually the case, the measure leaves 
the door open for the expansion of the activities of the organization until it 
could well create an economic serfdom as has TVA. 
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It will be recalled that the purposes of the Tennessee Valley Authority were 
originally to control the waters of the Tennessee River for the prevention of 
floods and the promotion of navigation by means of multipurpose dams. The 
TVA has become a gigantic corporation engaging in manufacturing, construction, 
hydroelectric power production, and finally the production of an enormous 
amount of power from steam plants—all in competition with private industry. 

The operations of such corporations inevitably have the effect of rendering 
the lives of the inhabitants of the region subservient to the will of the corpora- 
tion, with the consequent result that private initiative is stultified and statism 
is nurtured until it dominates the social and economic life of the region. 

Further, there is no provision in the bill being considered for the construction 
of the power-producing facilities by the contract method. However, we are not 
motivated entirely at this time by this fact in stating our objections to this 
bill. The testimony which has been already presented to the committee estab- 
lishes the fact that there is presently no power shortage in the Columbia 
River region. Furthermore, it is established that private industry and the 
existing Government agencies now have under construction facilities amply 
able to meet the power needs of the region for many years to come. Also, 
it has been thoroughly established that the Department of the Interior, the 
United States Corps of Engineers, and the General Services Administration are 
well qualified to develop all the facilities necessary to meet the needs for 
public water supply, irrigation, and hydroelectric power without the creation of 
another huge Government corporation. 

As an organization of industrialists who are firm believers in the American 
way of fostering and improving the Nation’s economy through private industry 
and initiative, we wish to reiterate our objection to S. 3114 on the grounds that 
it is unnecessary and contrary to the American way. 

Sincerely, 





WILLIAM E. DuNN, 
Assistant Executive Director. 


CHAMBER OF COMMERCE OF THE UNITED STATES, 
Washington, D. C., June 6, 1958. 
Hon. Rospert 8S. KERR, P 
Chairman, Subcommittee on Rivers and Harbors and Flood Control, 
Senate Committee on Public Works, Washington, D. C. 


DEAR SENATOR KERR: I am attaching a statement of the views of the Chamber 
of Commerce of the United States on S. 3114, to amend the Bonneville Project 
Act. 

I would appreciate it if you would make this statement a part of the record 
of your current hearings. 

Cordially yours, 
CLARENCE R. MILES. 


STATEMENT BY THE CHAMBER OF COMMERCE OF THE UNITED STATES 


The Chamber of Commerce of the United States urges this subcommittee 
not to approve 8S. 3114 relative to development of the Columbia River be- 
cause— 

1, Increased Federal expenditures would be required for the development 
and control of water and power resources ; 

2. Local utilities can provide adequate power supply without the use of 
Federal tax funds; 

3. Use of revenue bonds is financially dangerous and unsound ; 

4. The contemplated Federal corporation, patterned after TVA, would destroy 
local initiative and impose unnecessary Federal rule on local governments; 

5. Taxpayers generally would subsidize low-cost Federal power to selected 
power users. 

S. 3114 proposes a new plan of Federal expenditures to operate exist- 
ing power facilities and construct new projects. But no new plan is needed 
because regional power resources are now being adequately developed by both 
Federal and non-Federal agencies, which are connected for operational pur- 
poses through the Northwest Power Pool. Furthermore, the production of 
Federal power is already fully controlled by the Bonneville Power Admin- 
istration. 
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As a result of these conditions, power shortages which were predicted sev- 
eral years ago have not developed. 

The Bonneville power system now includes about 4,700,000 kilowatts of gen- 
erating capacity, and about 2,700,000 more kilowatts from Federal dams are 
coming into production within a few years. More than $1.5 billion of Fed- 
eral tax funds have been invested in power projects in the Bonneville-Columbia 
River power system. Private firms and local public agencies together have 
a total of 5,350,000 kilowatts under development. Thus, about 8 million kilo- 
watts of capacity in 33 projects will be added to the existing 9,500,000 kilo- 
watts in the region. All these projects will participate in the Northwest Pow- 
er Pool, assuring enough generating capacity to provide for anticipated load 
growth through 1964. 

Future demands for electric power in the Pacific Northwest, which are ex- 
pected to double in the next 10 years, can be met by local utilities, according 
to Paul B. McKee, president of Pacific Power & Light Co., Portland, Oreg. 
Addressing the Northwest Electric Light & Power Association in Yakima, Wash., 
on April 25, he stated: “Great as the future power supply problem is, we have 
plenty of organizations to accomplish the job and the financing capacity to get 
on with the work.” 

Private power companies in the Pacific Northwest report a combined record- 
breaking construction budget for 1958 of $325 million. Expenditures of such 
magnitude indicate an ability and willingness of private enterprise to meet all 
local power needs. Proposals have been made for private development of 
additional large hydroelectric projects in the Northwest. These include dams 
on the Snake River at Pleasant Valley and Mountain Sheep sites involving 
$300 million and more than 1 million kilowatts initially. The Federal Power 
Commission has denied a license application for these projects, but the private 
power companies have submitted an alternative proposal. 

Witnesses before this subcommittee have compared S. 3114 with pending 
legislation to authorize the use of revenue bonds by the Tennessee Valley Au- 
thority. They have indicated that approval in one case would serve as a sound 
precedent for the second case. Many objections to the issuance of revenue 
bonds for Government activities have been pointed out in testimony during 
the last 3 years on the TVA legislation. For example, the Comptroller Gen- 
eral of the United States in 1955 told this subcommittee : 

“We do not think that agencies of the Government other than the Treas- 
ury Department, should be authorized to borrow from the public for purposes 
of the character involved in this legislation, nor do we believe that the fiscal 
and debt management responsibilities of the Department should be weakened 
by authorizing other Government agencies to enter a field which is a normal 
function of the Treasury Department.” 

Other equally valid objections to revenue bonds for Government enterprises 
relate to their tax-exempt status, to the establishment of a dual budget which 
obscures the financial condition of the Government, and to the lack of control 
by the United States Treasury. 

The national chamber reiterates its opposition to authorization of revenue 
bonds for any agency of the Government engaged in commercial activities which 
compete with private citizens. We believe that authorization of revenue bonds 
would be a dangerous adventure, the cost of which could not be reckoned. 

S$. 3114 proposes a type of organization in which local interests would have 
only limited voice. It would create a Federal corporation with a board of 
directors having broad authority, great discretionary powers, and a minimum 
of accountability to Congress and the people. The proposed Advisory Council 
of the Columbia River Development Corporation would not provide the local and 
State representation needed in any administrative device designed to be respon- 
sible for the full and orderly development of the resources of the region. 

The national chamber recommends that favorable consideration be given, 
instead, to a Columbia interstate compact bill when it is presented by the States 
to the Congress for ratification by the United States Government. The compact 
has as its primary purpose the promotion of the greatest ultimate economically 
justifiable development of the water resources of the Columbia River Basin. It 
provides a means whereby that development can and will be achieved for the 
benefit and under the guidance of the people in the Columbia Basin. A Federal 
corporation, on the other hand, receiving direction and incentive from Federal 
sources, might not be as responsive to the desires and needs of the region. 

S. 3114 is subject to most of the same objections raised earlier (1949) in bills 
to establish a Columbia Valley Authority and prior to that (1945) in bills to 
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establish a Missouri Valley Authority. Both of these pieces of legislation failed 
to be approved by congressional committees. Objections came from Federal 
agencies, the States, local governments, business groups, and private citizens. 
Many of these same people are now opposing the proposed Columbia River 
Development Corporation for similar reasons. 

The important objections to S. 3114 are summarized in the following para- 
graph from the adverse report of a Senate subcommittee, which included four 
western Senators, opposing the 1945 bill to establish a Missouri Valley Authority: 

“It would mean the substitution of arbitrary power for democratic processes. 
It would mean the creation of a superstate—neither Federal nor State, and not 
contemplated by our Constitution. It would subject the social, cultural, and 
economic welfare of the basin to the dictates and whims of a (five-man) board, 
not responsible to the people and largely irresponsible to the Congress itself. 
It would constitute a virtual abdication by the Congress in favor of government 
by Federal corporations wielding autocratic powers. It would challenge State 
sovereignty and destroy systems of laws, both State and Federal, under which 
western agriculture has grown and prospered. * * * It would be an excursion 
into an uncharted field of vast expenditures of public funds and of experimenta- 
tion under a board unencumbered by the restraints that a democracy should erect 
against agencies of government.” 

Proponents of S. 3114 point out that the proposed legislation will produce a 
workable plan which will provide ample low-cost power from Federal dams in 
the Pacific Northwest. Although this may be so, the costs to the region and 
the Nation as a whole may be more than excessive—they may be utterly exor- 
bitant. For example, the development of low cost Federal power is possible only 
through Federal subsidies and complete exemption from normal utility regula- 
tion and accountability. Subsidies by the general taxpayers and lack of proper 
regulation result in destructive competition with private enterprise. The Federal 
Government should not use funds collected from all taxpayers for projects which 
local interests are able and willing to develop. 

The national chamber urges the subcommittee to disapprove S. 3114 and, in 
so doing, to express encouragement of local initiative under the private-enterprise 
system which is now producing sound economic growth and industrial strength 
in the Pacific Northwest. 

Senator Neusercer. We have two further witnesses today. It is 
very late. We have imposed on the reporter and our own energies 
and time. The witnesses are Mr. Vincent Cleaveland and Mr. 
Thomas Delzell. 

Do either of these men have a schedule which would prevent them 
from coming back tomorrow morning if I just put one or the other 
on today? Can I ask you that informally ? 

(Discussion off the record. ) 

Senator Neunercer. Mr. Cleaveland, we will hear from you before 
we recess today. 

Mr. CLEavELAND. I appreciate your consideration. 

Senator Neusercer. We appreciate your patience. 

Mr. CLeaveLanp. I will be very brief. First, I would like to sub- 
mit on behalf of the Washington Public Utility District Association 
a statement prepared by Mr. Ken Billington favoring S. 3114. 

Senator Neupercrer. Mr. Billington’s statement will appear in the 
record in full. 

(The statement of Mr. Ken Billington follows :) 


STATEMENT OF KEN BILLINGTON ON 8. 3114, PRESENTED ON BEHALF OF THE WASH- 
INGTON PuBLIC UTILITY DISTRICTS’ ASSOCIATION, SEATTLE, WASH. 


Mr. Chairman, members of the Senate Public Works Committee, we are 
happy for this opportunity to be heard on 8. 3114, a bill to amend the Bonne- 
ville Project Act in order to establish the Columbia River Development Cor- 
poration. We would especially wish to commend Senators Neuberger, Morse, 
Murray, Hill, Mansfield, Sparkman, Jackson, and Magnuson for their interest 
in overall regional river development as evidenced by their introduction of this 
legislation. 
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The Washington Public Utility Districts’ Association is comprised of mem- 
bership from 24 public-utility districts located throughout the State of Wash- 
ington. We serve in excess of one-fourth of our State’s population with elec- 
tric-utility service. The area which we serve is more than one-half the total 
land area of our State. 

Our primary source of power has been the Federal power program, which 
embraces several large multiple-purpose projects on the Columbia River and 
its tributaries. This power reaches us through the large Federal transmission- 
grid system of the Bonneville Power Administration. There is no need to re- 
count here the splendid record of this program to date. 

We would state, however, that it is our feeling in reviewing the entire his- 
tory that the program has been successful in spite of itself. By this we simply 
mean that the methods which we have been trying to adapt for usage in the 
development of a regional river system are not conducive to a business-type 
operation. Most certainly, whether or not it is officially recognized by the 
Federal Government, it is involved in a substantial amount of utility-type 
operation in the Pacific Northwest. There may be a lot of argument pro and 
con over whether it is right for the Federal Government to be in the power 
business, but it is a fact which cannot be denied regardless of whether it is 
right or wrong and regardless of how it came about. We therefore view 
this legislation as a progressive step in the ever-moving evolution of gov- 
ernmental refinement to handle those functions properly involving govern- 
ment. 

In principle, the concept of S. 3114 is to adopt businesslike practices and 
procedures on a self-financing basis for the Federal Government’s participation 
in power portions of Federal multiple-purpose projects. Just as city, county, 
and State governments have adopted self-financing methods for proprietary 
functions of government which can be self-supporting, we feel that this type 
of legislation is a needed and commendable step for the Federal Government. 

S. 3114 does not establish a Columbia Valley Authority as some of its op- 
ponents will try to portray. Without casting any reflection on the TVA, be- 
cause we are in wholehearted support of that organization for the way in 
which it has answered a particular need of a particular region of our great 
Nation, we do not need such an all-encompassing type of regional agency in 
the Pacific Northwest. We can see the need for a broad agency in the TVA 
area because there was a need for farm rehabilitation, control of disease, pro- 
motion of industrial growth for a balanced economy and so forth where the 
overlapping of individual Federal agencies would not permit the coordinated 
type program which would be desirable and necessary. The rivers in the 
Pacific Northwest are of a different nature, and we feel that by the adoption 
of a businesslike procedure for the power portion of our river development 
we can proceed under the other regularly established Federal agencies. 

We feel this legislation is important in another respect. This is truly legis- 
lation from the grassroots. It is not the kind which is studied and presented 
from a top level viewpoint but rather legislation which has grown from the 
considered study and discussion of local persons involved in local utility service 
problems. 

First formal attention was directed to the need for this type of a self- 
financing regional corporation in a subdivision association of our group. It 
was on February 6, 1954, at a meeting of the Southwest Washington Public 
Utility Districts Association that a resolution which we have attached hereto 
as exhibit A was adopted. This was followed by a second resolution on March 6, 
1954, by that subassociation which we have attached as exhibit B. On April 23, 
1954, this matter was referred to our statewide association which adopted an 
outline of basic fundamentals proposed for incorporation in a regional public 
organization for Federal power development. We have attached these as ex- 
hibit C. 

Following this April 1954 meeting, action was taken by the Northwest Pub- 
lic Power Association to prepare preliminary drafts of this type of legisla- 
tion. Later at subsequent annual meetings of our association, continued study 
of the various drafts were made and our membership reaffirmed their support 
in principle for this concept of Federal power development in the Pacific North- 
west. This is demonstrated by resolutions adopted December 4, 1954, and 
December 7, 1956, which we have attached as exhibit D. You will note that 
while in the beginning we were seeking a separate or new Federal entity, we 
changed in our thinking to support the idea of making the Bonneville Power 
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Administration, which operates the regional transmission grid, the nucleus 
of the Federal regional corporation. 

The Bonneville Power Administration is an organization which, although 
operating under the established financial procedure for all governmental agencies, 
is truly in the position of an operating utility. It is an essential unit in provid- 
ing comprehensive regional development by tying together in a regional power 
pool not only Federal multiple-purpose projects but also the many non-Federal 
power projects now in operation or under construction in the Pacific Northwest. 
Operation of the Bonneville transmission grid is as much a utility operation 
as any one of our own public utility districts. Therefore we feel that a business 
procedure involving self-financing methods is essential for proper continuation 
of good utility operation of the Bonneville grid. 

We also became mindful as we proceeded with our studies of this legislation 
that there was a growing tendency to place these multiple-purpose river projects, 
which are in great part reimbursable including interest on the Federal Govern- 
ment’s investment, in the same category as those functions of government which 
are not self-supporting but wholly reliant upon tax income. The people of the 
Pacific Northwest have repeatedly stated to Congress that they are willing and 
able to pay for their river projects, and I think the record in this regard is proof 
that they have done so. It, therefore, appeared very logical to us for Congress 
to adopt legislation which would permit us the direct right of self-financing 
for power portions of these multiple-purpose projects. This type of legislation 
is good and proper not only for the Pacific Northwest, but for the entire Nation. 
We would feel that those who would oppose it do so for special interest purposes. 

We will now comment on specific parts of the legislation S. 3114. 

We endorse the establishment of the Columbia River Development Corporation 
as provided in section 1 and section 2 of S. 3114. Under section 8, we note 
the establishment of a 5-man board comprised of residents of the Pacific 
Northwest for a period of 5 years preceding their appointment. We think this 
is essential and wise because it will permit greater participation by the region 
in the planning and promotion of needed projects. Appointment by the Presi- 
dent with approval by the Senate with a rotating term of office for board mem- 
bers is appropriate. Wording of page 4, lines 14 and 15 should be changed to 
make it mandatory that at least 1 director shall come from each of the 4 States 
included in the Corporation’s service area. We note the requirement that the 
board must hold public meetings in the region at which views of interested 
parties can be presented. 

We note in section 4, which amends subsection (b) of section 2 of the present 
act, that the powers of the Corporation have been broadened to permit inter- 
change of electric energy by interconnection with projects and power systems 
of private power companies as well as publicly owned agencies as now provided 
in the present Bonneville Act. It is felt that this is an essential change under 
the concept of regional corporation operation because a successful power pool- 
ing must include facilities of privately owned utilities as well as publicly owned 
utilities in the Pacific Northwest. 

Under section 5, the addition of the right to exchange power or personal 
property is essential for businesslike operations. 

We have examined the additional powers granted to the Corporation under 
section 7, which amends section 2 of the present act, and feel that all of them are 
essential. We make special reference to item 5 under new subsection (g) having 
to do with the purchase or exchange of electric energy by the Corporation and 
other utilities. We feel that this section could be made more specific to permit 
the purchase of power from non-Federal publicly owned plants by the Corpora- 
tion with integration and resale of such power through regularly established 
contracts of the Corporation. One of the greatest deterrents a local publicly 
owned utility faces in building projects for its own power supply has been that 
in doing so it has been necessary to give up a supply of power from the Federal 
system which in almost every case was lower cost power. This power which is 
forfeited by the local public agency goes to other utilities in the Northwest. 

In effect, by providing for the Corporation purchase of non-Federal power, the 
section gives the project-constructing utility the use of the credit of all the cus- 
tomers of the Federal Corporation. Safeguards would have to be provided to 
prevent abuse of this right by either the Federal] Corporation or the utilities so 
that unfeasible projects will not be underwritten and special individual utility 
gain will not be permitted. 

There is and will continue to be a substantial amount of earnings capacity or 
credit in the local utilities which should be available and dedicated to the overall 
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regional growth. Today the utilities in the Pacific Northwest which buy power 
from the Federal system, place in that system a certain amount of their earning 
capacity which would normally be used for the purpose of constructing additional 
power-supply facilities. 

An illustration of this would be the payments to the Federal Government ahead 
of the established payback schedule. While these utilities have been paying this 
to the Federal Government, the Government in return has not stepped forward 
on a definite program for additional power supply. It is therefore necessary to 
place this earning capacity of the local utilities which is now resting in the Federal 
system in a position by which it can be used for further power development. 
In great part S. 3114 accomplishes this by establishing a self-financing regional 
Corporation for such purpose. 

In addition to this, however, there is the earning capacity and reserve credit 
buildup in the local utilities which, if they were entirely self-reliant on power 
supply, would be used for powerplant development. However, they cannot or 
will not use their debt-free distribution system credit to build powerplants which 
will penalize them through relinquishing the Federal power it displaces. Some 
means must be found to integrate such development with the Federal program. 
Thus we recommend inclusion of language to clearly provide such authority and 
method by the Corporation. We are now studying the matter and will possibly 
have recommended wording prior to action on this legislation. 

We wish to direct attention to section 12 of 8S. 3114, which amends section 
7 of the present act. Section 7 (a), requiring an advanced program, is essen- 
tial. It appears to us, however, that section 7 (b) grants authority to the 
corporation which is beyond the rights established by its responsibility. This 
bill does not establish a definite utility responsibility on the corporation for 
furnishing the needed power supply to utilities and others in the Pacific North- 
west. Yet, under section 7 (b) there is established what could well be a virtual 
veto power over any hydroelecric projects proposed for construction by the local 
utilities. We recognize the desirability of some means of protecting river de- 
velopinent to prevent the construction of projects such as those licensed in the 
Hells Canyon ‘stretch of the Snake River which do not develop the river on a 
regional basis or to its maximum extent for all purposes including power. Yet, 
by establishing this corporation with authority to approve or disapprove any 
proposed projects of a local group, we could see that the same type of admin- 
istration could work even more severely against the public interest. The 
corporation, of course, would have the right of intervention before the Federal 
Power Commission in those matters having to do with river development 
whereby the regional body could rightfully hold up projects resulting in under- 
development or waste of the water resource. But it seems illogical to place 
it in the position of being the judge and jury as well as the prosecutor or de- 
fendant in such matters. 

Section 14, which establishes the Advisory Council, will provide a necessary 
tie between this corporation and the other Federal agencies dealing in river 
development. We think this demonstrates very explicitly that what is proposed 
by S. 3114 is not a valley authority type of organization. The use of the Ad- 
visory Council can be very helpful to prevent and remove the overlapping of 
efforts and interest now present among Federal agencies in the handling of 
multi-purpose projects. 

Section 11 is at the heart of this proposal. This is the section which es- 
tablishes the self-financing procedure for the regional corporation. ‘This will 
specifically permit the people of the Northwest to pay their own way on their 
river development programs. It gives the Federal Government a method of 
participation without the burden of loaning tax funds for the river projects. 
Under the proposed financial arrangement a great national river resource can 
be developed in a more orderly and businesslike manner. 

Our final specific comment on the legislation would be on section 15. In this 
section the consent of Congress is asked for the right of the four Northwest 
States to enter into a compact whereby the regional corporation and all of its 
rights, properties, and responsibilities can eventually be turned over to the four 
Pacific Northwest States. Here again we would emphasize that the people of 
the Pacific Northwest are willing and able to do the needed work, but they 
need very urgently a regional agency to develop a regional river. The Federal 
xovernment got actively into the program first as a result of the depression 
and then as a necessity during World War II. Undoubtedly this program is 
a proper province of Federal Government, but there is also the interest of in- 
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dividual States involved. The concept embodied in section 15 stems primarily 
from our organizations, and we feel it should be included in any legislation 
adopted by the Federal Congress establishing the regional corporation in order 
to complete the requirement of using a regional agency to develop a regional 
river but permitting eventual ownership and operation of the projects by the 
region. 

We conclude this statement by urging logical and commonsense analysis of 
this proposed legislation knowing that it stems from local people whose only 
interest in orderly regional river development is in the best public interest. 
It is hoped that this legislation will not be discarded because of prejudice or 
unfounded fears. Progress is essential in the Federal Government and in its 
methods of serving the people, and the self-financing corporation concept now 
being used by city, county, and State levels of government for those activities 
adaptable to self-financing business methods can be a progressive step in Fed- 
eral Government operation for the benefit of the Nation. 

We urge favorable consideration of S. 3114 amended as above recommended. 


ExuHisir A 


At its February 6, 1954, meeting the Southwest Washington Public Utility 
Commissioners Association adopted the following resolution: “That the asso- 
ciation explore the feasibility of a regional municipal corporation which may 
serve as successor to the Bonneville Power Administration with authority to 
issue revenue bonds and to provide generation and transmission facilities on a 
regional basis: And provided further, That any available drafts of similar 
legislation be presented at the next meeting. The theme of the next meeting 
will be a discussion of such a regional corporation.” 





ExHIBIT B 


At its March 6, 1954, meeting the Southwest Washington Public Utility 
Commissioners Association adopted the following resolution: “To the end of 
providing improved administration, financing and procedure for meeting the 
region’s electric power requirements it is proposed that a bill be drafted to 
provide for Congress to charter a regional public corporation, as successor to 
the Bonneville Power Administration, with authority to generate and transmit, 
purchase, exchange and resell, but not distribute at retail, electric power within 
the States of Oregon, Washington, Idaho, and that portion of Montana which 
is in the Columbia River Basin, such power to be marketed substantially in 
accordance with the Bonneville Act, and with authority to issue revenue bonds 
on a basis similar to that provided in S. 2150, the St. Lawrence seaway bill. 

“That this resolution be presented to the Washington PUD Association and 
the Northwest Public Power Association for their consideration, and that 
meanwhile a committee of six be appointed to prepare specifications for the 
drafting of such a bill.” 


Exursir C. OUTLINE OF BASIC FUNDAMENTALS PROPOSED FOR INCORPORATION IN 
REGIONAL PUBLIC ORGANIZATION FOR FEDERAL POWER DEVELOPMENT AND 
ADOPTED BY THE BOARD OF DIRECTORS OF THE WASHINGTON PUD ASSOCIATION 
IN SEATTLE, WASH., ON APRIL 24, 1954 


There should be established a regional Columbia River power commission. 
It could be designated “Columbia Power Commission.” It should be a regional 
organization established by Federal charter. 

Service area should consist of the States of Washington, Oregon, Idaho, and 
that portion of Montana which is in the Columbia River Basin. 

It should be established only for the purpose of power generation and trans- 
mission, and should not encompass any other governmental functions. 

It should have a 5-man board, 4 to be elected, 1 from each State in the service 
area and 1 appointed at large by the President with ratification by the Senate. 
If election of such a board is not legally possible, all should be appointed by the 
President and ratified by the United States Senate, but State representation 
should be maintained as under the proposed elected board. Election should be 
nonpartisan; or, if appointed, bipartisan with no more than three appointees 
from any major political party. Board members, if appointed, should be on a 
rotating 5-year term of office with one appointment falling due each year. 
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Action by the Commission shall be by the express authority of Congress. 
Congress shall authorize those generation projects to be undertaken by or 
through the Commission, and shall establish financing procedures and limita- 
tions under which the Commission shall work. Financing should be by issu- 
ance of revenue bonds to be deposited directly with the United States Treasury, 
and shall carry the going Federal rate of interest. 

The Commission should take over the facilities and duties of the present 
Bonneville Power Administration. It should obtain such power facilities for 
the balance due the United States Treasury, but be permitted credit against 
such debt for nonreimbursable portions of future multipurpose projects au- 
thorized by Congress when such future costs are paid for by issuance of Com- 
mission revenue bonds. 

The Commission should be permitted to advance funds to the Corps of Army 
Engineers and the Bureau of Reclamation for the purpose of constructing 
multipurpose projects falling within the jurisdiction of such agencies. 

The Commission should construct such transmission and substation facilities 
to provide full regional integration as it shall deem necessary. 

The Commission should be given the right to purchase, integrate, and resell 
surplus power from non-Federal installations and thereby augment develop- 
ment of generation by local utilities within the comprehensive river develop- 
ment program. 


Exuisir D. COLUMBIA RIVER DEVELOPMENT CORPORATION 


Whereas the Northwest Public Power Association has prepared preliminary 
draft legislation for the establishment of a regional public Columbia River De- 
velopment Corporation which would provide means for carrying forward the 
power program of the Pacific Northwest, both to acquire the facilities of the 
Bonneville Power Administration and to accelerate the construction of new 
multipurpose dams; and 

Whereas we believe the present draft of the Columbia River Development 
Corporation represents good progress in the preparation of such legislation, and 
that the major policy provisions thereof will contribute to a proper development 
of our regional water resources and to providing an abundant supply of low-cost 
power with which to serve normal load growth as well as new industrial develop- 
ment: Therefore be it 

Resolwe, That we reaffirm our position in favor of a public regional Colum- 
bia River Development Corporation; that we endorse the major policy pro- 
visions of the present draft; and that we urge perfection of the draft legislation 
in order that it may be submitted to Congress in January 1955, with effort being 
made to secure congressional hearings as soon as practicable; be it further 

Resolved, That it is our intent in adopting this resolution to support a plan 
of financing which will attract money at a cost no greater than the present 24%4 
and 3 percent rates of interest heretofore required by Congress. 


REGIONAL CORPORATION 


Be it resolved, That we reaffirm our support for legislation proposed by the 
Northwest Public Power Association to transform the Bonneville Power Admin- 
istration into a regional public corporation with the power of self-financing 
through the issuance of revenue bonds, and whose service area shall include the 
States of Washington, Oregon, Idaho, and Montana. 


Mr. CLEAvELAND. I have a similar statement pertaining to S. 2206 
prepared for the Washington Public Utility Districts Association, 
which I would likewise wish to submit, which opposes the bill. 

Senator Neusercer. The statement will appear in the record in full. 

(The statement follows :) 


STATEMENT RE S. 2206 SuspmirreD ON BEHALF OF THE WASHINGTON PUBLIC 
Uritiry Districts ASSOCIATION, SEATTLE, WASH. 


Mr. Chairman, we appreciate this opportunity to submit testimony regarding 
S. 2206, a bill to amend the preference and priority provisions of the Bonneville 
Act. We are opposed to this legislation, and attach two standing resolutions 
of our organization as exhibits to support this view. 
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Although opposing S. 2206, it should be clearly understood that we recognize 
the constructive interest of the bill’s sponsors to promote industry throughout 
the Pacific Northwest States through use of the power from Federal multiple 
purpose dams. We join them in such interest. 

However, we do not think S. 2206 wil] accomplish what is desired. There 
are important basic Government policies involved in this legislation—policies 
which have governed the disposal of Federal power for many past years. Care- 
ful consideration must be given before abrupt changes are made in such policy. 
The present wording of the so-called preference clause has not stopped industrial 
development in the Pacific Northwest. Stifling of industrial growth has resulted 
from the restrictions on such loads which were placed in the long-term contracts 
granted to the private power companies by the Federal Government in 19583. 

Further, the answer to what is sought by this legislation lies in the successful 
enactment of another bill now before this same committee, namely, S. 3114, the 
act to establish a Columbia River Development Corporation. There are special 
provisions in 8S. 3114 to assist the promotion of industrial development throughout 
the Northwest States on a diversified basis and thereby accomplish the same 
purpose intended by S. 2206 without abrogating basic Federal policy of the 
preference or antimonopoly clause now in effect. 


BASIC FEDERAL POLICY 


The basic policy of preference to publicly or consumer-owned utilities in the 
disposal of Federal power as a byproduct from Federal multiple-purpose dams 
is well founded in many years of legislative history. It is the recognition as to 
a difference between the various types of utility interests which approach the 
Government bus bar to purchase Federal power. 

All too often there is confusion in the general public mind, stimulated in great 
part by the private power monopoly interests, that it is not such private corpora- 
tion but rather its customers who are applying for the Federal power. Such, of 
course, is not the case. Properly in the present preference laws the Federal 
Government has recognized this difference between a private monopoly corpora- 
tion and the nonprofit publicly or consumer owned utilities. 

This preference policy, as it has operated in the Pacific Northwest in the 
Bonneville Act, has retained the right of local people, through self-determination 
under local State laws, to decide whether they will be provided electric service 
by a private power monopoly company or have service by their own municipal 
or consumer-owned corporation. Without a right to a power supply distinctly 
apart from the private power monopoly utility which they replace with their 
own utility they would have no antimonopoly recourse. The present preference 
clause and policy, therefore, acts as a home-rule and antimonopoly provision in 
the Bonneville power service area. 


GRANT OF POWER TO THE ADMINISTRATOR 


S. 2206 is supposed to be worded whereby this basic policy of preference is 
to remain in effect. However, there appears to be ambiguity in it. The legisla- 
tion certainly grants wide and unlimited discretionary powers to the Adminis- 
trator of the Bonneville Power Administration, and which if exercised in a parti- 
cular manner could circumvent and nullify the basic Federal preference policy. 
He is evidently to be granted full authority to establish by priority the type, 
amount, location, availability, and serving utility of industrial power in the 
Northwest States. A special priority for industrial power to be made available 
in an area served by a private power company would nullify any preference 

olicy. 

Further, the bill reads as follows: * * * the Administrator may establish 
priorities * * * for distribution to domestic and rural consumers, and with 
respect to such distribution the Administrator shall, in disposing of such energy, 
at all times give preference and priority to public bodies and cooperatives.” 
[Emphasis added. ] 

We would ask: What happens to the mandatory part of the preference provi- 
sion if the Administrator arbitrarily elects not to establish priorities for distri- 
bution to rural and domestic consumers? In our opinion he could circumvent the 
preference with full authority and deny this right of basic policy. We feel this 
is not the intent of the sponsors of S. 2206, but it certainly appears definitely 
possible under the present wording. 
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RESTRICTION ON INDUSTRIAL POWER 


Promotion of industry in the Pacific Northwest through the use of Federal 
power came to a halt when former Secretary of the Interior McKay signed the 
long-term power contracts with the private power companies. Under these con- 
tracts no new industrial loads may be served directly by the Federal Government 
until at least 1,500,000 kilowatts of Federal power are furnished the private 
power utilities. The Federal Government will never have surplus power to this 
extent. 

Restrictions have also been placed in these contracts whereby the Government 
is not to serve any industrial load of a public agency in excess of 10,000 kilo- 
watts in any one year. This restriction is true even for the private companies 
under their own contracts. There are some who even interpret these contracts 
as requiring the Administrator to not serve any industrial load of a public 
agency preference customer prior to clearance with the private power companies. 
We, of course, do not agree that this is so, and feel the contracts are contrary to 
present law and would be proven so if they were to be challenged. 

However, S. 2206 would give the Administrator, by his own discretion, the 
right to establish priorities to ratify and make legal these long-term anti-indus- 
trial contracts. Thus this legislation could become a two-edge sword which 
could work against industrial promotion under an anti-industrial administration. 


ANSWER IS IN 8. 3114 


Part of the purpose of 8S. 2206 is given as “to promote the diversified economic 
development fairly and equitably throughout the several States in the Columbia 
Basin.” This can best be accomplished by enactment of S. 3114 now pending 
before this same committee of the Senate. S. 3114 would establish a Columbia 
River Development Corporation using the Bonneville Power Administration as 
its nucleus. Before any economic development takes place by use of power 
developed by Federal multiple-purpose projects, some businesslike methods must 
be adopted to assure that such development will proceed on an orderly basis. 

Particular portions of S. 3114 deal directly with the purpose of S. 2206. For 
example, on page 5, line 14 of S. 3114 the new regional corporation will be re- 
quired to prepare an advance program for construction of such projects and other 
facilities as will meet the anticipated net power requirements of the Pacific 
Northwest. This could naturally cover service to loads of private power com- 
panies, publicly or cooperatively owned utilities, and new direct industrial loads. 
Thus you establish a program for diversified economic development. 

On page 6, line 14 of S. 3114 the actual wording of the purpose of S. 2206 
has been incorporated reading: “* * * and to promote the diversified economic 
and industrial development of the several States in the basin, the corporation is 
authorized and directed to provide, construct, * * *” 

Finally on page 32, line 10 of S. 3114 there will be found wording which will 
apply to new power of the Federal Government and will remove the present 
anti-industrial restrictions incorporated in the private power contracts. Under 
S$. 3114 you have an affirmative answer to that which is sought through S. 2206, 
and it is accomplished without granting unlimited authority to the Administrator 
or changing the basic Federal policy on disposal of Federal power from multiple- 
purpose projects which is of long-standing and proper administration. 

We would urge indefinite postponement of S. 2206, and urge that the purpose of 
such legislation be secured by favorable consideration of 8. 3114 by the Senate 
Public Works Committee. 


RESOLUTION No. 4 


Resolved, That the association reaffirm its endorsement of the principle that 
the waterpower of the Pacific Northwest belongs to all the people and that 
any electric power obtained from these public resources should be delivered to 
the ultimate consumer at cost. For this reason, among others, this association 
reaffirms its endorsement of the preference and priority clause of the Bonne- 
ville Act. 

Adopted December 16, 1952, Washington Public Utility Districts Association. 


| 
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PRESERVE THE PREFERENCE POLICY 


Whereas it has been a basic policy in the disposal of federally generated power 
since 1906, that local public agencies and nonprofit cooperatives be given a pref- 
erence and priority for such power and thereby transmit to the ultimate consumer 
the benefit of the public investment ; and 

Whereas disposal of any Federal surpluses have by long-established pattern 
placed State and local governmental units ahead of private interests; and 

Whereas this fundamental of preference even extends under the Federal Water 
Power Act to the licensing of projects ; and 

Whereas all these practices are by the expressed will of the Congress; and 

Whereas the public-utility districts in accordance with this long-established 
policy have prepared their long-range power supply plans on the basis of full 
priority to Federal power and are, therefore, dependent and entitled to retention 
of such policy ; and 

Whereas there is now being attempted a destruction of this basic congressional 
policy by means of administrative directives, departmental interpretations, 
and contractual provisions as expressed through power marketing criteria and 
power policies : Now, therefore, be it 

Resolved, That the Washington Public Utility Districts Association assembled 
in Seattle, Wash., this 12th day of December 1953, do hereby decry this deliberate 
evasion of the expressed will of Congress by administrative officers; and that 
Congress be asked to investigate such procedures to prevent abuse of the con- 
gressional will; and be it further 

Resolved, That this association lend its efforts to the individual public-utility 
districts in the challenging and testing, even by court action, of any change 
in the present requirements contracts now held by such districts should such 
be required by conflict with the recent 20-year contracts between the Bonneville 
Power Administration and the private utilities in the Northwest and/or amend- 
ments now being proposed by the Bonneville Administration to alter present 
requirements contracts ; and be it further 

Resolved, That copies of this resolution be furnished all members of the 
congressional delegation of this State. 

Adopted December 12, 1953, Washington Public Utility Districts Association. 


STATEMENT OF VINCENT M. CLEAVELAND, PRESIDENT-ELECT, 
NORTHWEST PUBLIC POWER ASSOCIATION ; MEMBER, BOARD OF 
DIRECTORS, AMERICAN PUBLIC POWER ASSOCIATION 


Mr. CieaveLAnD. I have my own statement which I will not bother 
to read, favoring S. 3114. I would like to make just a very few and 
brief comments. 

Senator NeuBerGER. We will be very pleased to have your comments. 

Mr. CieaveLanp. My statement outlines the economic conditions, 
the power shortage, the job shortage in our area, which has been 
outlined by many other statements. These conditions exist in the 
face of great resources. I certainly feel that we need the credit of 
the United States to help us develop our hydroelectric resources. 
Power carries with it the byproducts of the control of flood, water 
transportation, and, of course, storage dams make steam plants 
feasible. 

With the Northwest in a remote area with respect to the markets, 
I think it is particularly significant, and I have documented my 
statement with a report that they are generating power in the Midwest 
from steam for as low as 3.15 mills per kilowatt-hour. 

Senator Nevsercer. Where is that? 

Mr. CieaveLanp. That statement was made by the president of 
the Central Illinois Public Service Co. before the Security Analysts 
Society in New York, and a figure was given as the generation cost 
of their steam plants in 1955. 
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I would like to comment just a little bit about the bill. I am 
a little concerned about the provisions for management. With m 
own experience of having operated as a manager for the PUD with 
three commissioners, my observation of other utilities throughout 
the State of Washington, operating with a similar setup, I think 
that our commissioners, with their policy-fixing powers and with their 
managing and administrative powers with the right to operate and 
to fire and to hire as they see fit, makes a better arrangement than to 
have five directors who, it would appear to me, would function some- 
what as individual managers. 

I am a little apprehensive of that type of arrangement in view 
of personal observations of city commissioners where they have 4 
or 5 commissioners, with one taking on the fire department as his 
category, another one taking on the streets and so on, which precipi- 
tates a certain amount of conflict and sometimes lack of unified action. 

In conclusion I would like to make a brief remark about S. 2206. 
I think that in one respect it is politically detrimental to our area. 
I think that we ought to organize and direct our efforts in develop- 
ing our area so as to bring about unity of thinking and unity of 
feeling. I think to attempt to do away with the preference clause 
would very definitely divide the public power people who are a 
very dedicated group to the development of the Northwest for the 
benefit of the people of the Northwest. 

Secondly, I think the bill contemplates a shortage of power. And 
the only solution to a shortage of power is kilowatts. 

If we attempt to bypass that fact, we will have only makeshift 
policies. 

I think those remarks will conclude my thoughts on the subject. 

Senator Neusercer. Thank you, Mr. Cleaveland. 

I would like to ask you a few questions which are involved in your 
opposition to S. 2206. You very promptly said of course that we 
should have an abundance of kilowatts, and I believe that the spon- 
sors of 8. 3114 hope that S. 3114 will aid in that direction. 

If there is that abundance of kilowatts, is the preference clause 
necessary at all? 

Mr. CieaveLaAnp. Thank you for clarifying my statement. That 
was the very point I intended to make. 

Senator Nreupercer. In other words, if there is an abundance of 
kilowatts, do you need a preference clause at all ? 

Mr. Crieavetanp. I think that it lacks any significance. There is 
no need to talk about it. The question will never come up if there 
are plenty of kilowatts for everybody. 

Senator Neupercer. We have had some discussion here on various 
sides regarding the preference clause. You come from the State 
of Washington where you have done a very excellent job in the 
Clark County Public Utility District. If I am not mistaken I think 
Mrs. Neuberger’s family is one of your customers. 

Most of the publicly owned bodies are in the State of Washing- 
ton. There are comparatively few in the other three States of the 
Northwest. Would you think that there should be some language 
in the bill, if we retain the preference clause, which would assure a 
reasonable portion of energy going to those other three States of 
Oregon, Idaho, and Montana? 
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Mr. Creavetanp. I think, Senator, that—again if we had plenty of 
power we wouldn’t need to talk about it. 

Senator Neusercer. That is correct. But certainly in this as in 
everything else in life we sometimes have to be prepared for the worst. 
The reason we have the medicine cabinet and the doctor’s phone num- 
ber is that sometimes the worst happens. So that you have to be pre- 
pared for the worst in a great many things including power generation. 

Let us say that we do have a shortage of power. You were here 
earlier when Dr. Pearl and Mr. Goldhamer discussed the fact that in 
1962 and thereafter the normal growth of the public agencies, most of 
which are in the State of Washington, will cause some withdrawals of 
energy from certain of the private-utility customers of Bonneville. 
Some of those are in the State of Oregon. 

Would you think that there ought to be some provision in the re- 
gional corporation bill which would assure a reasonable proportion of 
this energy to be generated going into all four of the States of the 
region? What is your feeling ? 

Mr. Cieavetanp. I would feel that that would be justified. Solely 
for the purpose of appeasing a fear. On the other hand, I don’t think 
that that thought should be put into the bill in any way that would 
diminish the bill’s responsibility to furnish enough power for every- 
body, because that is fundamental. It is basic. 

Senator Neusercer. There is no question about that. However, 
conditions arise sometimes that might prevent the utilization of the 
ultimate hydro capacity which we are so proud of in the Northwest. 
Some of these conditions I need not elaborate to you. Already certain 
sites have been lost. To all intents and purposes the situation at Hells 
Canyon is not bright, tosay the least. As tothe situation at other sites, 
Priest Rapids, for example, is being developed by one of your sister 
public-utility districts, but it is not putting power into the preference 
system. We have not reached an agreement with Canada and the 
Canadians have even threatened to divert some of the upper Columbia. 
We hope an agreement will be reached but one has not been reached 
and we are no closer to it than we were a long time ago. 

Other sites are tied up in great controversy over fish migrations and 
situations such as that. 

The point I want to get at is this: If and when the bill is put into final 
form—and we hope to have it put in final form next January or Feb- 
ruary—do you think it would be unreasonable to have some provision 
in there that would assure a fair geographic distribution of this energy 
among all four States of the Columbia Basin ? 

Mr. Cieavetanp. I haven’t thought through the details of such a 
provision. But I think that it would be difficult and perhaps not good 
for the area to have power earmarked that it would be held on the 
shelf and not used. 

Senator Nreusercer. Do you think that that would be likely if it 
was provided for that it should be distributed fairly from a geo- 
graphic standpoint ? 

Mr. Cieavetanp. I don’t think it would be necessarily likely. But 
neither would I say that the apprehension that I voice could not be 
avoided. Let us concede the point that it would be proper to ear- 
mark power for certain areas, with the understanding that the area 
had to be a willing buyer. 
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Senator Neusercer. Oh, yes. I feel certain that something could be 
said to the effect that if that particular area was not in a position to 
utilize the power, that after a reasonable time had gone by that they 
would lose their claim to it. In other words, you would not want it 
to remain wasted on the generating system. 

You are aware of the fact, I am sure, that reservations have been 
written in one form or another to other legislation. The Hungry 
Horse bill provided reservations for Montana; you are aware of that? 

Mr. CLEAVELAND. Yes. 

Senator Nrusercer. The Hells Canyon bill, which, alas, has not be- 
come law, provided a very substantial reservation for Idaho and east- 
ern Oregon. Then we have discussed both yesterday and today the 
South Dakota reservation in the omnibus rivers and harbors bill. 
That is the bill that was passed overwhelmingly by both the Senate 
and House this year. It was vetoed by the President. 

I don’t think this reservation was any factor in the President’s veto. 
But there was a reservation for South Dakota in that bill. 

The only reason I ask you these questions, Mr. Cleaveland, is this: 
TI do believe that as S. 3114 is worked over by the committee staff and 
others as a result of the valuable information which you and others 
have brought to us, that the question of a preference clause or no pref- 
erence clause or a modified preference clause is going to be one of 
the essential things to be considered and discussed and analyzed. And 
that is why I think your opinion on this is so important, because you 
represent very important thinking in the public utility district move- 
ment. 

Just one other question and I am not going to detain you any further. 
Would you think that there might be some modification of the prefer- 
ence clause along the lines of the question I asked Mr. Kinsey M. Rob- 
inson, to the effect that a preference would be assured to comparatively 
small preference customers such as smaller public utility districts, 
rural electric cooperatives, very strong municipal systems and the like, 
but that their preference would cease at a certain level when the pref- 
erence customer came into the sphere of being a very large well-fi- 
nanced system with very heavy demands on the Federal generating 
capacity? What do you think of something like that? 

Mr. CLEAvELAND. I am in sympathy with your thought with respect 
to the small customer. However, I wouldn’t think that such a prefer- 
ence would be necessary because the requirements of the small cus- 
tomer are relatively small compared to the capacity of the vast system 
that we are talking about developing. But I am in sympathy with 
giving him again the type of insurance, or assurance, that he might 
like to have to support this bill. 

Senator Neusercer. Thank you very much. 

Mr. Mapes, do you have some questions of Mr. Cleaveland ? 

Mr. Mapes. I don’t think I have any additional questions, Senator. 

Senator Neunercer. Mr. Cleaveland, thank you so much for coming. 
And again, forgive us for keeping you waiting so long to present your 
testimony. We are grateful for the statements you brought from 
Mr. Billington and his associates, too. 

Mr. CirAvetanp. Thank you, Senator, for allowing me to take my 
plane in the morning. 

Senator Nevpercer. Thank you. 
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(The complete statement of Mr. Cleaveland follows :) 


STATEMENT OF VINCENT M. CLEAVELAND, PRESIDENT-ELECT, NORTHWEST PUBLIC 
PowER ASSOCIATION 


My name is Vincent M. Cleaveland. I am a professonal electrical engineer 
licensed in the State of Washington. I am employed as manager of the Clark 
County Public Utility District, president-elect of the Northwest Public Power 
Association and a member of the board of directors of the American Public 
Power Association. I have over 30 years’ experience in the utility business. 

I am very interested in the Senate bill S. 3114 and wish to speak in behalf of 
its merits with respect first to the broad economic needs for this bill in the 
Pacific Northwest, and secondly in behalf of its merits with respect to the useful 
modifications it offers to the present weaknesses inherent in the Bonneville 
Project Act. 

Which the testimony submitted herewith dwells in part upon the economic 
problems of the Northwest, the really important issue is the means of reaching 
solutions to these problems. The solution is an abundance of cheap electric 
power. I think S. 3114 can create the means and carry the responsibility of 
developing this energy supply. At the same time it will accomplish two other 
imperative objectives: the conservation of our water and the control of floods. 


BROAD ECONOMIC NEEDS 


The economic situation in the Pacific Northwest is not good. We were in 
recession before the Nation as a whole began to feel it. Our recession is 
primarily the result of a region that had begun to stagnate for lack of an 
orderly, long-range, and realistic program of resource development. Resource 
development in the Pacific Northwest has to do with our most precious and 
priceless blessing—an abundance of water. The size of the job is such that 
maximum development of our potential cannot be done alone by our own people. 
It is a gigantic job that requires the strength and power of the Federal Gov- 
ernment—the same Government that built Grand Coulee Dam, Hoover Dam, 
and other multiple-purpose projects for irrigation, navigation, flood control, and 
electric power. 

Not since World War II has the Government faced up to its responsibility 
of orderly and full development of this, our country’s greatest water and greatest 
waterpower resource. The shortcomings of the present method of planning 
and financing these projects have resulted in a slowdown that is now being 
felt by the highest unemployment in the country, outside of Detroit, and no 
real promise of cure until we face up to this problem of orderly resource 
development. 

The importance of resource development is best understood when we con- 
sider that the Pacific Northwest has been trying to change from a raw-material 
economy to a manufacturing economy. Our timber, our farmlands, our fishing, 
and our mines were our main source of income for generations. The coming 
of low-cost electric power brought us our first aluminum plant, incidentally 
in the community where I make my home. Bonneville Power Administration 
is to be given the credit for this. From that first plant the aluminum industry 
grew, until the Pacific Northwest was the Nation’s largest supplier of this 
vital and increasingly useful light metal. We had high hopes of seeing this 
industry expand with low-cost energy. When it made such a tremendous con- 
tribution to winning the war, we had no doubts. Other heavy industries 
dependent upon electricity also located in our midst. But the vagueness of 
the Bonneville Project Act made it possible for new policies and new ground 
rules that have interrupted further industrial development. 


“EMBARGO” ON HEAVY INDUSTRY 


Federal delays and rash promises from shortsighted local power companies 
that we had more power than we could ever use resulted in a power shortage 
so serious that we had to turn down further expansion of the light-metals and 
electrochemical industries. The federally created shortage even foreed the 
Bonneville Power Administration to place a virtual embargo on new heavy 
industry, in order to ration the available power for domestic use. 

Our present plight is well described by Miner H. Baker, a vice president of 
the Seattle First National Bank, who said, in 1955: “Many of us in the Pacific 
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Northwest have been deluding ourselves in recent years about the progress of 
our region. We have accepted rather uncritically the thesis that the West is a 
unit and that all of the West—including the Pacific Northwest—is borne along 
on a tide of inevitable forward motion. * * * The Northwest has slipped from 
a [population] gain of 33 percent between 1940 and 1950 to a rate which, if 
extended to the end of this 10-year period, will be only 15 percent.” 

Another authority in the region is Daniel L. Goldy, regional director of the 
United States Department of Labor at Seattle. A paper of his before the 
Columbia Basin Interagency Committee, makes the point that our labor force 
has been growing at a below-normal rate, so that even the minimum population 
projections may not be borne out. 

“A look at economic trends in the region indicates that the creation of new job 
opportunities has lagged in the past 5 years,” he said. “Significantly, this slow- 
down in the development of new jobs has occurred at the same time that the 
economy of the Nation as a whole has expanded dramatically.” 

He said further: 

“The Pacific Northwest has an enormous underdeveloped and untapped re- 
sources potential which, if fully and rapidly developed, could undoubtedly pro- 
vide the economic base for the creation of the additional job and business oppor- 
tunities needed. Because of the peculiarities of the Pacific Northwest’s econ- 
omy, this region must for some time look primarily to resource-based industries 
for its expansion opportunities.” 


OUR ECONOMY LEANS ON DEFENSE WORK 


As it is, much of our Northwest economy is artificially shored up by Govern- 
ment and defense activities. The huge Boeing aircraft industry in the Seattle 
area is so big that the Government is virtually obligated to keep it at full produc- 
tion lest a cutback trigger a major depression in the region. The Hanford 
atomic works is another jobmaking installation that is dependent entirely upon 
Government funds, and a whole section of our State looks to the Hanford payroll 
for survival. In other sections there are military posts and installations. While 
we welcome these payrolls, we cannot but feel uneasy about their perpetuation. 

In my own part of the Pacific Northwest, the Portland, Oreg.-Vancouver, Wash., 
metropolitan area, we enjoy little of this Federal largess and we have had an 
unemployment problem for some time. More serious, however, is the lack of 
new job opportunities for the thousands of young people coming onto the labor 
market. Weare stagnating for lack of new industries, 

The Bank of Montreal in one of its business reviews, made the observation 
that “in an industrial economy the abundance or scarcity of cheap electricity 
is likely to govern the rate of productivity and the standard of living.” We saw 
in the Pacific Northwest a great growth in productivity and in our standard of 
living. We now see it going into reverse as cheap power becomes scarce. 

I would like to warn the committee about statements being made out in our 
region that we have enough power until 1965. We may have enough foreseeable 
domestic needs, to be sure, but not enough for new large industries. And unless 
we get the large industries, the economy of the region will continue to stagnate, 
and we may not need the power we already have, I am sure the committee will 
agree that one section of the Nation in such a plight is going to harm the entire 
country. 

NORTHWEST HAS GREAT POTENTIAL 


We have in the Pacific Northwest climate and natural blessings of great im- 
portance. We have 40 percent of the Nation’s hydroelectric potential, not yet 
15 percent harnessed. We have an alert, young, and productive labor force and 
better than average labor relations. Yes, we have many advantages. But we are 
also far away from markets, and discriminatory freight rates continue to hold 
us in near-colonial status. Our only salvation is our low-cost energy source. Only 
if we keep developing it can we manufacture products that are competitive in 
world markets. If we continue to argue about petty details, and get all excited 
about the politics of electric power rather than the economics of it, we’re in for a 
more serious economic slowdown than most of us realize. 

But the whole Nation will suffer—in fact, the whole Nation will be jeopardized 
by such a slowdown. It has recently been revealed to us that the Russians are 
building 10 dams larger than our Grand Coulee, which up to now has been the 
biggest energy producer in man’s whole history. Every economist knows that the 
Nation that leads the world in its ability to harness energy also leads the world 
in its ability to produce, for peace or for war. 
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Electricity is the energy of the universe. In the Pacific Northwest we have 
one of the few remaining undeveloped sources of this low-cost energy in all the 
free world. 

WATER CONSERVATION AND FLOOD CONTROL 


Any discussion of electric power in the Pacific Northwest also involves the con- 
servation of our precious water resources. We need this water to generate power. 
We advocate long-range, comprehensive developments for storing this water to 
release for power generation when it is most needed. But we also need to store 
water for more primary uses as well. Abundant water is becoming more and more 
a necessity in industry. As the population of our great Nation continues to grow, 
water increases in importance in the production of food. In eastern Washington 
and eastern Oregon we have some of the world’s finest soil awaiting only the 
application of irrigation water to make it bloom. 

We in the Pacific Northwest have thought little in the past of the most basic 
of all uses of water, domestic water for drinking, cooking, bathing, and other 
household needs. We presently have so much water we have not worried about 
domestic needs. But the time is coming when swollen population will require 
that we give serious thought to these uses also. Our own State has made much 
headway in ground-water conservation policy. What we need is regional plan- 
ning and regional action that a regional corporation can bring about. 

Linked with power generation and water conservation is transportation. Our 
great Columbia and Snake Rivers have much of the potential of the Missouri and 
Mississippi. We are just beginning to realize the importance of this form of 
transportation. We need sound planning and definite action to build the multiple- 
purpose projects that will push such a water highway into the far reaches of 
the Snake River. 

Our water resource can also be a tyrant. Frequently our rivers leap their 
banks and cause tremendous damage to homes, farms, and industry by virtually 
uncontrolled floods. These floods have despoiled much fine cropland. Each suc- 
cessive flood causes more damage than the one before, because of the rapid growth 
along the shores of these rivers. At the same time much valuable land is rendered 
useless because of the likelihood of flooding. In my own community we have 
many potentially fine industrial sites that are worthless so long as the sources of 
flooding are uncontrolled. 

We in the Pacific Northwest have come to the Congress repeatedly to point 
out the wisdom of controlling our rivers with great multiple-purpose projects that 
will conserve our water, generate power, and save the lowlands from the con- 
stant fear of disaster. We have attempted to explain to the Congress the un- 
usual characteristics of our snow-fed rivers, which flow heaviest in the spring 
when the water is needed the least for power, and which slow down to a crawl 
in winter when power is needed the most. By storage we can reverse this process 
and also provide water for irrigation and ultimate domestic and industrial uses. 
But up to now no single responsible agency of government, either State or 
Federal, has the authority or the resources to tackle water conservation and flood 
control as they should be tackled—as a single regional problem. 


8S. 3114 SATISFIES THESE ECONOMIC NEEDS 


Senate bill 3114 offers satisfaction for our economic needs in the following 
manner: First, it provides for the orderly and most economic development of our 
water resources. We have heard much about the merits of a partnership plan, 
but the proponents were strangely silent about the cost of kilowatt-hours under 
the plan. Generally, partnership power under construction now will cost at the 
powerplant switchboards 5 to 6 mills a kilowatt-hour. The region needs low-cost 
power because it is in competition with other regions with low-cost power and 
because of the remoteness of our area from the markets. 

I offer quotations from remarks by M. 8S. Luthringer, president of Central 
Illinois Public Service Co., before the New York Society of Security Analysts, 
May 16, 1956: 

“We also know now that industrial development in the area served by Illinois 
Public Service Co. is progressing at a much faster pace than had been anticipated 
by us. It is not difficult to find logical reasons for the accelerated rate of this 
development. We believe that the principal reasons for this movement of indus- 
try into the service area [of Illinois Public Service Co.] are the readily accessible 
potential consumers’ market of about 60 million people living within 500 miles 
of the center of population of the United States and the excellent rail and 
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water transportation facilities available for transporting raw materials and for 
the distribution of finished products to that market.” 

President Luthringer’s statement quoted above finds its confirmation in two 
facts experienced in my hometown of Vancouver, Wash. Last year our Columbia 
Machine Works manufacturer of cement-block-forming machines, announced the 
establishment of a plant in the Midwest area. Further, our branch of the 
Aluminum Company of America made a similar announcement. The former 
company gave markets and the latter firm gave markets and power cost as the 
reasons for expansion of their activities in the midwest instead of at the sites 
of the Vancouver plants. 

The cost of steam power from modern steam plants is often not appreciated. 
I quote further—to answer the question “What price power is practical?” from 
Mr. Luthringer: “In each year after 1947 average production cost per kilowatt- 
hour generated in the company’s [steam] plants has been reduced below such 
costs in the preceding year. The 1955 average production cost was 3.15 mills 
per kilowatt-hour.” 

In 1956 the Aluminum Company of America arranged for firm power in 
Indiana that was not available in Vancouver, Wash., in the quantity they needed 
or at a competitive price. In 1957 Alcoa in Vancouver shut down several pot 
lines and laid off several hundred employees because of the shortage of power 
in our region which has so much undeveloped hydro power. 

These quoted statements offer emphatic authority for our need of low-cost 
power (obviously less than 3 mills per kilowatt-hour) if we are to utilize this 
resource in solving our social and economic problems by attracting industrial 
customers to our area. 

Second, 8S. 3114 offers low interest rates, which is the most important single 
cost item in the production of electric power. Our calculations have shown that 
for every 1 percent in the rate of interest the cost of electric power goes up 13 to 
17 percent, depending upon the investment per kilowatt of capacity. The pro- 
posal in S. 3114 is to sell bonds to the treasury at a rate of interest reflecting the 
credit of the United States. ‘ 

Third, it offers the benefits of comprehensive development through its owner- 
ship of numerous run of the river dams, some in operation, some under construc- 
tion, and its ability to develop storage sites which will not only produce low 
cost power in themselves, but will substantially enhance the production of the 
run of the river dams as well as flood control. 

‘Fourth, the bill offers a means of giving effect to the thinking and planning 
of people of the region, who from first-hand expereince best know our needs. 

Fifth, and most important, S. 3114 furnishes useful corrections in the short- 
comings of the Bonneville Project Act with respect to the present lack of manda- 
tory responsibility to furnish our region with cheap power. 


NEED FOR SOUND BUSINESS PROCEDURE 


The 1957 annual report of the Bonneville Power Administration shows gross 
revenues: for the fiscal year to be $66,399,967 (p. 1, Financial results of opera- 
tion). 

Investments in the Federal system increased 156 percent in the last 5 years. 

Bonneville Project Act involves big business and it is destined to be much 
bigger as indicated by the percent of growth in investment during the last 5 
years. 

As manager of a utility with a $5 million gross and an investment of about 
$20 million, I would be greatly handicapped if I were entirely dependent upon 
the United States Congress for funds. If all my revenue went into the 
United States Treasury and.I couldn’t buy a lead pencil unless the Congress 
appropriated the dime to buy it with, I would think that my operations were 
subject to a great risk. 

Yet this is a risk the big business of the Bonneville Power Administration 
takes with its $66 million gross income. The situation should be corrected. 

In addition this business is partly operated by the Army engineers, the 
Bureau of Reclamation, and the BPA; and as has been pointed out, by the 
Congress of the United States. Can such diversity of responsibility serve a 
useful purpose? Or does it simply create a multiplicity of hazards? 

When this $66 million business needs additional power for the area it serves 
there is created a great hassle not unlike a tug of war containing many ropes 
knotted at the center with all the conflicting interests, jealousies, ambitions, and 
other shortcomings of the human race, plus political ideologists, pulling in 
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different directions, with the outcome about as predictable as the course of the 
sparrow that flits across one’s garden. 

Any utility has the mandatory responsibility to supply its customers’ needs 
and the power needs of the region it serves. This responsibility is inherent with 
the privilege or franchise which grants a utility the right to exist and to serve 
a community. In order to sell power the energy must be available. It is not 
realistic to tell a prospective industry we will furnish power 6 years hence when 
we may have built a dam. 

Our Bonneville Power Administrator has not been able to do any successful 
planning in developing that portion of the Columbia River Basin that lies in 
Canada. This has been left to another governmental agency, known as the 
International Joint Commission, that has succeeded in planting in the thoughts 
and the minds of our good neighbors to the north that the Columbia River 
should be diverted into their own Frazier River which could cost us about 17 
billion kilowatt-hours annually, equivalent to the total production of Grand 
Coulee Dam. 

In fact, we do not have even a practical transmission tie with our good 
neighbors to the south in the State of California, and often we waste power to 
the sea when they in California are in need. 

A big business such as Bonneville needs centralized controls, centralized 
responsibility that can be held accountable for leadership with authority and 
above all, leadership from which the region can demand an adequate power 
supply. 

We are beset by many problems of a region trying to emerge from colonial status 
into full-fledged membership in the Federal Union. But we are encouraged by 
contemplation of the vastness of our resources and the belief that eventually 
the people of the United States, through the Congress, will take the necessary 
steps to bring about their maximum development. We are eternally grateful 
for what has been accomplished to date, but we see more clearly each day the 
need for a regional approach to our region’s problems, with authority and 
responsibility in the hands of an agency that is responsive to the needs of not 
only the people of the United States, but to the people of the Northwest as 
well. 

And in conclusion, let me repeat that we have in the Pacific Northwest one of 
the last remaining undeveloped power and water resources in all the free world. 
How we as a nation and as a region go about developing these priceless 
resources may determine whether any of the world is still free to enjoy them in 
the next generation. 


Senator Nevsercer. I believe this would be a proper place to in- 
clude in the record a number of statements received from various 
public and municipal power agencies, from groups such as the Na- 
tional Rural Electric Cooperative Association and from individuals 
with a special interest in these two bills. Generally I think it can 
be said that these statements support S. 3114 in principle at least 
and are opposed to S. 2206. 

(The matter referred to is as follows :) 

Tacoma, WASH., May 21, 1958. 
Senator RicHARD NEUBERGER, 


United States Senate Office Building, 
Washington, D. C.: 


Re hearing May 21, S. 2206 and S. 3114, request you oppose S. 2206 as weak- 
ening preference clause to public agencies and permitting preference to a few 
selected industries over utility needs for multitude of residential, commercial, 
and diversified industrial users. We strongly favor S. 3114 in principle and 
concur in statement presented by Washington PUD Association. 


DEAN BARLINE, 
Director of Utilities, City of Tacoma. 
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NATIONAL RuRAL ELECTRIC COOPERATIVE ASSOCIATION, 
Washington, D. 0., May 8, 1958. 
Hon. Rosert 8. Kerr, 


Chairman, Subcommittee on Flood Control, Rivers and Harbors, 
Senate Committee on Public Works, 
Washington, D. C. 


DeEAR SENATOR KERR: Thank you for your letter of May 5 notifying us that, 
in response to our request, the National Rural Electric Cooperative Association 
had been placed on the list of witnesses to be heard at the hearings on 8. 2206 
and S. 3114, May 21-23. 

Because of a previous commitment on these dates, I regret I am unable to 
present a statement in person. However, I would very much appreciate your 
making this letter a part of the hearing record, in lieu of my appearance. 

S. 3114, as we understand it, is a bill to amend the Bonneville Project Act 
in order to establish a Columbia River Development Corporation which, among 
other things, would be authorized to sell revenue bonds as a means of carrying 
forward its power program in the area. 

We heartily agree with the principle embodied therein. I should point out 
that our association has not taken a position on this particular bill. However, 
we have long supported efforts to put the power program in the Pacific North- 
west on a sound, self-sufficient basis. An authorization to obtain needed 
financing, we believe, is a step in that direction, provided the authority is not 
limited by restrictions of one kind or another making the authority meaningless. 

Because of the complexity of this bill and because it would fundamentally 
change the responsibilities and relationships among the various resource 
agencies in the region, we feel strongly that your committee should give the 
most intensive consideration to its effects upon the operation of sound and 
effective river basin development. 

The rural electric systems in the Pacific Northwest that are members of our 
association are dependent upon a growing and dynamic Federal power program 
in large measure for their own future growth and expansion. Consequently, 
we heartily support any measure that will add to the vitality of the program 
in that area. 

These same reasons impel us to oppose 8. 2206 which would, according to the 
hearing announcement, “amend the preference clause governing Bonneville power 
sales so as to authorize a new priority for industrial uses of power * * *.” 

The National Rural Hlectric Cooperative Association is firmly on record as 
opposed to any measure, legislative or administrative, which will in any way 
weaken the preference clause. This position, reiterated on numerous occasions, 
is based on the proven record of what the preference clause is contributing to 
the rural electrification program in the Northwest as well as in the country as 
a whole. The rural electric systems in the Bonneville territory are still in the 
very early stages of their growth and a change now in this basic principle will, 
we believe, have extremely damaging effects upon their future and their ability 
to serve adequately their consumers. 

We respectfully urge in the interests of these rural consumers that the most 
soulful consideration be given to what the effects of S. 2206 would be before 
action is taken upon it. 

Sincerely, 
CrLyvE T. Evtis, General Manager. 





CENTRAL LINCOLN PEoPLEs’ Utiiity District, 
Newport, Oreg., May 16, 1958. 
Hon. RrcHARD NEUBERGER, 
Senate Office Building, Washington, D.C. 


Dear SENATOR: We are advised that you have scheduled public hearings on the 
Columbia River regional corporation bill (S. 3114), May 21, 22, and 23, 1958, in 
Washington, D. C. I am sorry that it will be impossible to have anyone from 
our organization in Washington, D. C., for the hearings to testify in support of 
the regional corporation bill. 

The Central Lincoln People’s Utility District, located along the central Oregon 
coast, and whose customers total more than 11,000, and whose present maximum 
power requirements are more than 50,000 kilowatts, is very much interested in 
the Columbia River regional corporation bill. A regional corporation as pro- 
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posed by S. 3114 would be the means of assuring a continuing adequate power 
supply for everyone in this great Northwest. 

The corporation, with its self-financing powers, could program and develop 
power generation as it is required to the end that there would be an assured 
low-cost power supply for all distributors, both public and private, and also for 
industry. 

With a regional corporation in the area developing power generation on 
schedule to satisfy all power demands, the public preference and priority statute 
would no longer deter industry from coming to the Northwest. 

The industrial development of the Northwest for the benefit of the area and 
the Nation as a whole is dependent upon an assured adequate low cost power 
supply. The Columbia River regional corporation would supply this power and 
the Central Lincoln People’s Utility District submits this letter in testimony 
in support of the regional corporation bill, 8S. 3114. 

Very truly yours, 
H. LAWRENCE Hutt, President. 


SouTHWEST WASHINGTON Pus.ic Utmaty District’s ASSOCIATION, 
Seattle, Wash., May 5, 1958. 
Senator RicHarp L. NEUBERGER, 
United States Senate, Washington, D. C. 


Dear SENATOR NEUBERGER: We note that hearings have been scheduled on 
S. 3114, the regional corporation bill introduced by yourself and other Senators, 
sometime during the period of May 21 to 23, 1958. The Southwest Washington 
Public Utility Districts’ Association of which I am now president has been one 
of the most active groups in the formulation and drafting of the principles now 
incorporated in S. 3114. 

We feel that one of the assets of this legislation is in its formulation and early 
study. This is legislation which comes from the people of the Pacific Northwest. 
It comes primarily from persons, such as ourselves, who daily are involved in the 
responsibility of furnishing low cost power in adequate amounts to consumers. 
It comes from groups which have witnessed the weaknesses and drawbacks of 
our present methods of handling the important function of Federal participation 
in multiple-purpose projects in the Pacific Northwest. 

We can claim a particular interest in the matter because it was in this asso- 
ciation on February 6, 1954, that a proposal was made and a discussion held on 
a possible method of changing the Federal participation on regional multiple- 
purpose projects, where power was involved, from a “pork barrel” appropriation 
method to a businesslike procedure based on self-financing. 

We enclose as an exhibit the draft of the preliminary specifications for legis- 
lation to authorize formation of a regional public corporation to construct and 
operate generation and transmission facilities of the Pacific Northwest dated 
and adopted March 10, 1954, by this association. As a second exhibit, we submit 
a resolution adopted by the Southwest Association on November 6, 1954, showing 
a continuing interest in the drafting of this type legislation. 

Our first interest was in a new regional corporation. Later, when study showed 
the desirability of making the Bonneville Power Administration the nucleus 
for the organization, we subsequently changed to the principle embodied in 8. 3114. 
We will not make specific comments on the legislation now before the Senate 
Public Works Committee leaving that for the State and regional associations 
to which our members belong. The main purpose of this letter to you is to demon- 
strate to the committee that the concept of the regional corporation is not one 
which stems from Washington, D. C., as a bureaucrat’s thinking on how a needed 
job should be done. Rather it stems from considered deliberations and study by 
local people in the Pacific Northwest who actively participate in all the problems 
arising out of the present method of Federal river development. 

Wé respectfully request that this letter along with the two exhibits which it 
transmits be included in the hearing record on 8. 3114. Certainly the principles 
proposed in 8. 3114, if adopted, would be of great value and benefit to the Pacific 
Northwest and the Nation as a whole. 

Sincerely yours, 
W. T. Ecmcren, President. 
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[Draft No, 1, March 10, 1954] 


PRELIMINARY DRAFT OF SPECIFICATIONS FOR A BILL To AUTHORIZE FORMATION OF 
A REGIONAL PUBLIC CORPORATION To CONSTRUCT AND OPERATE GENERATION AND 
TRANSMISSION FACILITIES 


Southwest Washington Public Utility Commissioners Association, Seattle, Wash. 


1. Background.—At its February 6, 1954, meeting the Southwest Washington 
Public Utility Commissioners Association adopted the following resolution: 

“That the association explore the feasibility of a regional municipal corpora- 
tion which may serve as successor to the Bonneville Power Administration with 
authority to issue revenue bonds and to provide generation and transmission 
facilities on a regional basis; and provided further that any available drafts of 
similar legislation be presented at the next meeting. The theme of the next 
meeting will be a discussion of such a regional corporation.” 

A month later at its March 6, 1954, meeting the association adopted the follow- 
ing two resolutions: 

“To the end of providing improved administration, financing, and procedure 
for meeting the region's electric power requirements it is proposed that a bill be 
drafted to provide for Congress to charter a regional public corporation, as suc- 
cessor to the Bonneville Power Administration, with authority to generate and 
transmit, purchase, exchange, and resell, but not distribute at retail, electric 
power within the States of Oregon, Washington, Idaho, and that portion of 
Montana which is in the Columbia River Basin, such power to be marketed sub- 
stantially in accordance with the Bonneville Act, and with authority to issue 
revenue bonds on a basis similar to that provided in S. 2150, the St. Lawrence 
seaway bill.” 

“That this resolution be presented to the Washington PUD Association and 
the Northwest Public Power Association for their consideration, and that mean- 
while a committee of six be appointed to prepare specifications for the drafting 
of such a bill.” 

2. Specifications.—Subsequent to the association meeting on the afternoon of 
March 6 the committee met very briefly and suggested that the following ideas 
be incorporated in specifications for the proposed bill: 

(1) Corporate charter.—That the purpose of the bill is to create a regional 
public corporation which shall be the successor to the Bonneville Power Adminis- 
tration. 

(2) Purpose.—The authority of the corporation shall be confined to the genera- 
tion, transmission, purchase, exchange, and resale, but not distribution at retail, 
of electric power. 

(3) Boundaries.—The service area of the corporation shall consist only of 
the States of Oregon, Washington, Idaho, and that portion of Montana which is in 
the Columbia River Basin. 

(4) Governing Board—The corporation shall be headed by a policymaking 
board of 5 members to be appointed by the President for a term of 5 years with 
1 term expiring each year. Board members shall be considered to be representa- 
tive of the entire region, however, the President, in making his selection, shall 
appoint 1 member from each of the 4 States and 1 from the region at large. Board 
members shall receive $15,000 per annum and necessary expenses and shall devote 
full time to their duties. The Board shall elect its Chairman annually. 

(5) Planning responsibility.—It shall be the responsibility of the Board to 
prepare load studies and to schedule installation of power facilities sufficient 
to meet the loads of the service area and provide adequate reserves for both 
civilian and national defense requirements. The Corporation shall prepare a 
long-range comprehensive program and FPC may grant no licenses inconsistent 
therewith. 

(6) Authorization of projects—The Board shall construct only such genera- 
tion projects as may be authorized by the Congress. In addition the Corporation 
shall construct such transmission and substation facilities as it shall deem to be 
necessary. 

(7) Financing.—The Corporation shall deposit its revenue bonds with the Sec- 
retary of the Treasury as collateral for its capital requirements which shall be 
considered as public-debt transactions on a self-liquidating basis similar to the 
provisions of 8. 2150, the St. Lawrence Seaway Development Corporation bill. 

(8) Administrative provisions.—The St. Lawrence seaway bill may be used as 
a pattern for the administrative, personnel, and housekeeping functions. This 
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provides for Federal civil service; however, an alternative provision could be 
taken from the TVA Act provision for a merit system. 

(9) Power marketing.—In general the Bonneville Act would be retained ex- 
cept that the Corporation would have control over the making of rates. 

(10) Tazves.—The Corporation shall be tax-exempt except that it may make 
payment in lieu of taxes to prevent hardship to any local unit of government. 

(11) Accounts.—The Corporation shall use the uniform system of accounts of 
the Federal Power Commission ; and the General Accounting Office shall conduct 
an annual commercial-type audit thereof at the expense of the Corporation. 

(12) Reports.—The Corporation shall annually submit to the President and 
to the Congress a report of its operations for the past year and a program of 
proposed operations and capital investment budget for the ensuing 10 years. 

(13) Relations to existing agencies.—The Corporation will assume the assets 
and liabilities and the existing relationships of the Bonneville Power Adminis- 
tration. The Corporation may also advance funds to the Corps of Engineers, 
Bureau of Reclamation, or other agency for the construction and/or operation of 
projects. 

(14) Cooperative arrangements.—It is contemplated that the Corporation will 
be authorized to enter into cooperative arrangements and contracts with local 
electric systems, other units of Government, and universities under language 
similar to that provided in the TVA Act. 

(15) Power-purchase contracis.—In order to encourage local electric systems 
to install generating facilities the Corporation would be authorized to enter into 
long-term contracts for the purchase of power from such agencies. 

(16) Ownership of projects——The Corporation shall use surplus funds for the 
repayment of debt and aim at complete debt retirement. Surplus funds shall 
be placed in a “rate stabilization reserve” which shall be regarded as an equity 
of the power consumers to be used only for reduction of power rates. Title to 
all property of the Corporation shall be in the name of the United States. 

(17) Columbia Interstate Power Commission bill—Under date of December 
18, 1952, BPA prepared, presumably for Senator Cordon, a bill to create a Colum- 
bia Interstate Power Commission to succeed to the Bonneville Power Adminis- 
tration. Many parts of this bill can be used. The bill is 27 pages of double- 
space typewritten copy. One copy is available in the NWPPA office. 

3. Procedure.—Members of this committee are Peters, Norwood, Cart, Billing- 
ton, Hurd, and Darland. A copy of this preliminary draft is being forwarded to 
the directors of the Washington PUD Association and to trustees of the North- 
west Public Power Association for their information. It was prepared on the 
basis of notes and therefore must be regarded as a very tentative and prelimi- 
nary working draft. It is estimated that the drafting of a bill would cost about 
$1,000 to $2,000 unless the work was done by the legislative service of the Congress. 


CotuMBIA RIveR DEVELOPMENT CORPORATION 


We reaffirm our belief in a public regional power corporation as a proper and 
feasible means for carrying forward the power program of the Pacific Northwest 
both to acquire the facilities of the Bonneville Power Administration and to 
accelerate the construction of new multipurpose dams. 

We believe the present draft of the Columbia River Development Corporation 
represents good progress in the preparation of such legislation. We desire at 
this time to endorse the major policy provisions thereof and urge early completion 
of the bill so it may be submitted to Congress in January 1955, and that every 
effort be made to have congressional hearings as soon as practical. 

Adopted November 6, 1954, Southwest Washington Public Utility Districts’ 
Association. 


Pusiic Utimity District No. 1 

OF FRANKLIN COUNTY, 
Pasco, Wash., May 19, 1958. 

Senator RrcHarp NEUBERGER, 

United States Senate, 
Washington, D. C. 
Dear Senator: The good record in the Tennessee Valley area over the years 
makes it seem very desirable to have something like 8. 3114 establishing the 
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Columbia River Development Corporation for the Pacific Northwest area devel- 
opment. 

This regional power business is large enough to operate under a separate board 
directly responsible to the President and Senate very effectively. 

The authors of the above bill have carefully studied and selected best features 
of all previous acts and have come up with a very workable bill for full-scale 
comprehensive development of the natural resources of the Northwest. 

A regional cooperation to handle the critical Canadian situation regarding 
natural resources is very necessary and desirable at this particular time. 

We would recommend favorable consideration of 8. 3114. 

Respectfully yours, 
Harry H, Hupiow, Manager. 


Pusiic UtTitiry District No. 1 
or COWLITz COUNTY, WASH., 
Longview, Wash., May 14, 1958. 
Senator RicHArpD L. NEUBERGER, 
Senate Office Building, 
Washington, D. C. 


DEAR SENATOR NEUBERGER: It is our understanding that you will conduct a 
preliminary hearing on the Columbia River Regional Corporation bill S. 3114 
starting on Wednesday, May 21, 1958. We have studied the proposed bill in its 
entirety and feel that with a minor amount of change this bill should be given 
every consideration for passage. The need for controlled development of our 
fast-diminishing natural resources is very evident. We feel that only through an 
organization as proposed in S. 3114 can we assure ourselves of orderly maximum 
and comprehensive development of our hydropower potential here in the North- 
west, and further, that by this means we can obtain prudent business adminis- 
tration of our power resources to the end that all of the populace will benefit as 
a result of such a step. We feel that there are presently too many groups at- 
tempting to develop power projects which in essence proves the old adage that 
“too many cooks spoil the soup” and results in only partial or spot development. 
The regional power corporation would eliminate such practices and work for the 
overall benefit of the region rather than the select needs of a few. 

For the above reason it appears in the best interest of the region to bend every 
effort to secure the passage of S. 3114. I only regret that it is not possible at 
this time to send a representative from our organization to testify in favor of 
the bill at the hearings to be conducted this month. 

Your efforts in securing the enactment of this much needed and justified 
legislation is sincerely appreciated. 

Very truly yours, 
O. G. HirrLe, Manager. 


STATEMENT OF FRANK R. BROWN, SUPERINTENDENT, CITY OF SPRINGFIELD POWER & 
LIGHT, SPRINGFIELD, OREG., RELATING TO SENATE BILL 2206, May 19, 1958 


Senate bill 2206, which would give industrial power customers a preference 
over local public power agencies in the purchase of power from the Bonneville 
Power Administration, would, in my opinion, greatly weaken the position of 
power groups in Oregon and the Northwest. 

The preference clause as incorporated in the Bonneville Act has long been the 
backbone of the great power development in the Pacific Northwest. In addition 
to providing the most equitable distribution of publicly generated power, it has 
been the most effective weapon against monopoly. 

We all recognize the need for greater industrial development of Oregon, and 
the important part low-cost power would play in such development. However, I 
feel that further development and encouragement of local public agencies will 
make it possible for them to be more effective in attracting industry. Industrial 
development as such is important to Oregon and should be achieved provided 
that in so doing we do not sacrifice our local public agencies. 

Emphasis on industrial preference tends to ignore the important part played 
by the local serving agencies in supplying ample low-cost power to the many in- 
dividuals and interests that make up the industry itself. At the present time, 
any additional preference for industry would be at the expense of the local 
groups and individuals who make up the public-power movement. It is my con- 
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sidered opinion that any industrial development based on serious impairment 
of local power development, is a costly and dangerous risk. Strengthening of 
existing preference customers in Oregon, as well as encouragement for creation 
of additional local public-power agencies, would provide a more satisfactory 
and long-lasting solution. 

I respectfully urge that the United States Senate defeat Senate bill 2206. 


JEWELL, OREG., May 15, 1958. 
Hon. RIicHARD NEUBERGER, 
United States Senate, 
Washington, D.C. 

DeaR SENATOR NEUBERGER: As president of Oregon Rural Electric Coopera- 
tive Association, I would like to have the association on record as opposing 
S. 2206 on the grounds that it would weaken the preference clause and would 
set a precedent for further amendments that might really cripple rural electric 
cooperatives. 

Sincerely, 
LEE WOODEN. 


JEWELL, OrREG., May 15, 1958. 
Hon. RicHARD NEUBERGER, 
United States Senate, 
Washington, D. C. 


DeaR SENATOR NEUBERGER: As president of Oregon Rural Electrie Coopera- 
tive Association, I would like to go on record for the association as endorsing, in 
principle, S. 3114 which would establish Bonneville Power Administration as an 
independent Government corporation. 

Sincerely, 
LEE WOODEN. 





FARMERS UNION Loca No. 429, 
Lewiston, Idaho, May 12, 1958. 
Hon. RicHARD L. NEUBERGER, 
Senate Office Building, 
Washington, D.C. 

Drar SENATOR NEUBERGER: Local No. 429 of the Farmers Union has been 
vitally concerned with the development of the water resources of the Pacific 
Northwest for many years. We regret it is impossible for us to present our 
views in regard to S. 3114 by a representative in person. We, therefore, take 
this opportunity to submit our views by means of this letter for your informa- 
tion and as a part of the record. 

At our last meeting held May 8 we discussed S. 3114 in some detail, having a 
copy of the bill at hand. It was the unanimous opinion of our membership 
that S. 3114 is a vast improvement over the present method of financing and 
operating the Columbia River power system. It has been quite clear for a num- 
ber of years that some fundamental changes should be made if this area is to 
reap the full benefits of our water potential. Lack of appropriations of suffi- 
cient size to expedite construction to a maximum have been a contributing 
factor in slowing up much needed development. At the same time divided au- 
thority among various governmental agencies has resulted in piecemeal con- 
struction and in some cases, such as Hells Canyon, in a 50 percent development 
of the potential. We believe that a Government corporation as proposed in 
S. 3114 would go a long way toward making such tragic mistakes less likely 
to occur in the future. We believe the administrative setup provided in the bill 
is good. 

While we are in general agreement with the provisions of the bill there are 
some changes which we think would improve it. We believe that shorter time 
than 5 years as provided in section 12 (a) for the transfer of properties from 
other agencies would be an improvement. We are of the opinion this transfer 
should be made as soon as the Board is sufficiently organized to provide an 
efficient management. 

Since each of the States concerned are represented on the Board we see no 
need for section 15 (a) and would recommend that it be deleted. 
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We are of the opinion that the so-called preference clause which has been a 
part of the law for 50 years should be retained intact. Many of our REA co- 
ops are supplying power to small industries such as small sawmills and we 
think it imperative that their source of power be secured for the expansion of 
these small industries. While it is true that Washington is getting a large 
proportion of available public power, Idaho and Oregon can get their share if 
they see fit to pass necessary legislation on the State level. 

Sincerely, 
Hers Howe, President. 


May 9, 1958. 
Senator RIcHARD L. NEUBERGER, 


Senate Office Building, Washington, D.C. 


DEAR SENATOR NEUBERGER: S. 3114, Columbia River Regional Corporation bill, 
drafted by the Northwest Public Power Association, offers the soundest, most ' 
logical plan for the comprehensive development of the Columbia River and its 
tributaries. 

We solicit your continued support of this proposal. Thank you. 

Sincerely yours, 
City Lient, CASCADE LocKSs, OREG., 
By McDon L. Bonta, Manager. 


Forest GRovE, OREG. 
Senator RicHarp L, NEUBERGER, 


Senate Office Building, Washington, D.C.: 


City of Forest Grove is quite concerned about future power supply and how it 
will be affected if there is not a comprehensive development of Northwest rivers 
so as to provide firm power supply for BPA contract purchasers like our system. 
We urge your committee’s serious consideration of Senate bill 3114. 


M. O. GARDNER, City Manager. 


NATIONAL HELLS CANYON ASSOCIATION, 
Portland, Oreg., May 20, 1958. 
Hon. RicHARD L. NEUBERGER, 
Senate Office Building, Washington, D.C. 


Dear SENATOR NEUBERGER: At the last meeting of the board of directors of 
the National Hells Canyon Association, the board passed the following resolu- 
tion: 

“Be it resolved that we suport in principle the passage of S. 3114, the Colum- 
bia River Regional Corporation bill, 85th Congress, 2d session.” 

We will appreciate it very much if our support for this measure can be noted 
in the printed record of the hearings being held by the Senate Committee on Pub- 
lic Works. 

We will also appreciate being allowed to submit a statement in support of a 
Columbia River Development Corporation at a later series of hearings. 

Best regards. 

Sincerely yours, 
J.T. Marr, President. 


Town oF CASH MERE, 
Lieut DEPARTMENT, 
Cashmere, Wash., May 19, 1958. 
Subject: Senate hearing on S. 2206. 
AMERICAN PusLIC POWER ASSOCIATION, 
Washington, D. C. 
(Attention: Mr. Alex Radin, Mr. Gus Norwood. ) 

GENTLEMEN: Please be advised that the town of Cashmere Light Department 
is not in favor of S. 2206 bill now up for hearing, before the Senate Public Works 
Committee. 

We feel that the local publicly owned electric utilities can best serve the 
industries. 
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We also feel that after 50 years of serving the public we are well qualified 
to promote and serve any new industries that locate within our territory. 


Eric D. Braun, 
Mayor. 
L. EB. JARvIs, 
Superintendent of Utilities. 


LEWISTON, IDAHO, May 14, 1958. 
Hon. Rosert S. Kerr, 
United States Senate, Washington, D.C. 

Dear SENATOR Kerr: I just learned that your subcommittee will hold hear- 
ings May 21, 22, and 23 on two bills that would have an important bearing 
on the electr'c power situation in the Pacific Northwest. Since it is im- 
possible for me to come to Washington to testify, I would like to ask you 
to receive this letter as an expression of my views and make it a part of 
the hearing record. 

First, I want to point out that I have been a resident of the Pacific North- 
west for 50 years. In fact, I have spent practically all of my life in Nez 
Perce County, Lewiston, Idaho. 

For the last 21 years, I have been active in the rural electrification pro- 
gram. I helped organize and have served on the board of my local coop- 
erative since its inception in 1987. I have also served as a director on the 
National Rural Electric Cooperative Association since 1942. I served as 
vice president of this organization for 3 years and am now serving my sec- 
ond year as president of the organization. 

I give this background to indicate my longtime interest in the Pacific North- 
west and in the Federal power program and rural electrification program in 
this area and throughout the Nation. 

I am absolutely convinced that a Federal power program designed to pro- 
vide ample power supplies at a low cost is essential to the growth of the 
Pacific Northwest. We have had adequate demonstration of this fact dur- 
ing the last quarter of a century here and elsewhere in the Nation. Cer- 
tainly rural electrification could not have progressed as far as it has if we 
had not had the abundant power output from our big river projects, not to 
mention the highly important yardstick they have provided. 

It is for these reasons that I am heartily in accord with the objective of 
8. 3114 which, as I understand it, would establish Bonneville as an independent 
Government corporation that could be made capable of pushing ahead with 
a forward-looking power development program. 

Although I have reservations about some of the provisions in the bill as 
now written, I believe S. 3114 is a move in the right direction. Some such 
method of procuring financing for future growth for example, is sorely needed. 
It would be more effective, I believe, if it were not limited by the many need- 
less restrictions that are written into this bill. 

The main point, however, is to get the power program established on a sound 
basis and with adequate flexibility to set the pace for future expansion and 
growth. 

The other bill (S. 2206) before your subcommittee, in my opinion, is a serious 
step backward. Having seen what Federal power has achieved for rural elec- 
trification progress through application of the preference clause, I am absolutely 
opposed to any weakening of this principle. I am convinced that any such water- 
ing down of the preference clause would serve no one except the power compa- 
nies who would be the ultimate benefactors. 

The preference clause is one of the main reasons the small rural electric 
cooperatives and power districts have been able to exert a competitive influence 
in the fight to bring people adequate power at low cost. The REA program has 
demonstrated how this influence has helped bring service at reasonable cost to 
areas often far removed from these river projects. 

It would be bad enough to have an undermining of the preference clause take 
place in the Pacific Northwest, but, beyond that, there is no question in my mind 
that, if S. 2206 is approved for this region, similar measures will crop up for 
every region in the country. The result would be destruction of the yardstick 
principle everywhere and in the end all of us would be paying higher rates for 
our electricity whether we happen to live in Oregon, Idaho, Georgia, South Dakota, 
or Oklahoma. 
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I appreciate this opportunity to have these views made a part of your sub- 
committee’s hearing record. 
Yours truly, 


Joun M. Grorasz. 


Senator NeuBercer. This has been a very long day. 

Mr. Delzell, you will be on as the first witness tomorrow morning at 
9:30. Isthat agreeable with you? 

Mr. Deuzett. I will be here. 

Senaor Neusercer. Thank you very much. 

We will include in the record at Ort a letter from the Depart- 


ment of State, dated May 21, 1958, and a letter from the Department 
of Agriculture, dated May 22, 1958. 
(The letters follow :) 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., May 22, 1958. 
Hon. DENNIS CHAVEZ, 
Chairman, Committee on Public Works, 
United States Senate. 

Dear SenatTOR CHAvEZ: This is in reply to your letter of February 5, 1958, 
requesting the views of this Department on 8. 3114, a bill to amend the Bonneville 
Project Act in order to establish the Columbia River Development Corporation. 

Since the legislation would directly affect the functions and responsibilities of 
the Bonneville Power Administration of the Department of the Interior which 
can best appraise the principal effects of its provisions and since the subject 
matter of the bill does not fall within the primary area of responsibilities of the 
Department of Agriculture, this Department wishes to refrain from taking any 
position with regard to enactment of the bill. However, this Department does 
feel that the prohibition in section 7 (b) of the act, as it would be amended, 
against the construction of any dam or appurtenant work affecting present or 
further water-control structures until the plans therefor have been approved by 
the Board should be modified so that it does not apply to small dams such as 
might be constructed with assistance by this Department under the Watershed 
Protection and Flood Prevention Act. 

The bill would amend the Bonneville Project Act to create a Columbia River 
Development Corporation that would supersede the Bonneville Power Admin- 
istration. The Corporation would be managed by a 5-man Board appointed 
by the President with the advice and consent of the Senate which would be 
authorized to acquire, construct, operate, maintain, and improve in the Pacific 
Northwest such hydroelectric projects or other power producing facilities as are 
now or hereafter may be authorized by the Congress; to dispose of all electric 
energy generated in the operation of such projects; to prepare and present 
to the Congress advance programs for construction of such projects and other 
facilities as will meet the anticipated net power requirements of the Pacific 
Northwest; to allocate the costs of its facilities and their operation and main- 
tenance, of purchasing electric energy, and of its other activities among the 
various purposes served; and to finance the Corporation’s activities from its 
revenues subject to indicated priorities. The bill would establish a 15-man 
Advisory Council to the Corporation composed of a member designated by the 
Secretary of Agriculture, members designated by the Secretaries of the Army, 
the Interior, and by the Federal Power Commission and 11 members resident 
in the Pacific Northwest appointed by the Board. The bill would prohibit 
the construction of any dam or appurtenant work affecting the present or fu- 
ture construction, operation, or maintenance of water control structures on 
the Columbia River or its tributaries until the plans therefor have been approved 
by the Board. 

The Bureau of the Budget advises that there is no objection to the sub- 
mission of this report. 

Sincerely yours, 
TRUE D. Morse, 
Acting Secretary. 
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DEPARTMENT OF STATES, 
Washington, May 21, 1958. 

Dear SENATOR CHAVEZ: Reference is made to your letter of February 5, 
1958, and the reply of the Department dated February 7, 1958, regarding your 
request for the views of the Department on 8S. 3114 ,a bill to amend: the Bonne- 
ville Project Act in order to establish the Columbia River Development Cor- 
poration. 

It is noted that under section 3 of the bill, the following language appears, 
starting at line 15 on page 5: 

“* * * The Corporation shall, upon authorization by the President, make 
necessary arrangements to assure coordination of its activities with those of 
the Governments of Canada, British Columbia or any agency of either, with 
respect to the utilization of water resources within Canada or the United 
States which affect waters in the other country.” 

This language could be construed as meaning that once the President had 
given authorization, perhaps by the act of signing the bill, the Columbia River 
Development Corporation could make “the necessary arrangements” directly 
with Canadian governmental interest to effectuate the purposes of the legis- 
lation. It is believed that this would be in conflict with the control over foreign 
relations given to the President by the Constitution of the United States. Con- 
gress has implemented this constitutional power of the President by legislation 
vesting in the Department of State the power to act for the President in inter- 
national negotiations and other arrangements with international aspects. (R. 
S. 202 and act of August 1, 1956, c. 841, sec. 5, 70 Stat. 891 (5 U. S. C. 156 
and 170 (j)).) 

Although assistance on the part of other governmental and private agencies 
in the preparation of projects which might be considered for international nego- 
tiations or arrangements is appreciated by the Department, it is believed that 
the decisions regarding the channel to be used for all such matters and the 
conduct thereof are problems exclusively for the Department of State. 

Thus it has been the practice of the Department to deal directly with Canadian 
governmental interests concerning boundary water problems or to refer such 
matters to the United States Section of the International Joint Commission, 
United States and Canada, under the terms of the Boundary Waters Treaty of 
January 11, 1909, between the United States and Great Britain. A reference 
from the Department of State is usually made to coincide with a like reference 
from the Canadian Department of External Affairs to the Canadian Section. 
Such joint reference to the Commission was made on March 9, 1944, to determine, 
e. g. “whether * * * further development of the water resources of the 
(Columbia) river basin would be practicable and in the public interest from the 
points of view of the two Governments * * *.” Extensive joint studies have been 
made under the terms of this Reference by the Commission’s subordinate agency, 
the International Columbia River Engineering Board which plans to make its 
final report to the Commission in October of 1958. Simultaneously discussions 
have been proceeding between the two sections of the International Joint Com- 
mission regarding the development of the basin, and the Department of State 
is fully advised of the nature of these discussions. Direct arrangements with 
Canadian governmental entities made by United States agencies without regard 
to the established channels of communication might well conflict with the current 
activities of the International Joint Commission and the Department, and, 
accordingly, are considered to be undesirable. 

For the reasons indicated above, it is the view of the Department that two 
amendments should be made to S. 3114: 

First, the above-quoted language of section 3 should be amended to read as 
follows: 

“The corporation may make recommendations through the Department of State 
to the United States section of any international commission or agency having 
jurisdiction in the Pacific Northwest, and may extend cooperation to such 
section in such manner as the section may request.” 

Second, a new section should be added which could be numbered 19 and the 
present sections 19 and 20 could be renumbered 20 and 21. The new section 
might read substantially as follows: 

“Nothing in this Act shall be construed to affect the jurisdiction, powers or 
prerogatives of any international commission or agency having responsibilities 
in the Pacific Northwest or any portion thereof, nor shall anything contained 
herein be construed to authorize the Corporation to make any arrangements 
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with any foreign government or governments, or subdivision, agency or repre- 


sentative thereof, unless it be through or with the approval of the Department 
of State.” 


The Department refrains from expressing views on other portions of the bill 
since they involve matters of domestic policy. 
The Department has been informed by the Bureau of the Budget that there is 
no objection to the submission of this report. 
Sincerely yours, 
, WILL1AM B. Macomper, Jr., 
Assistant Secretary 
(For the Secretary of State). 


Senator Neusercer. We stand in recess until 9: 30 Friday morning. 


(Thereupon, at 4:45 p. m., the subcommittee was recessed, to recon- 
vene at 9: 30a. m., Friday, May 23, 1958.) 
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FRIDAY, MAY 23, 1958 


Unirep Srares SENATE, 
CoMMITTEE ON Pusiic Works, 
SUBCOMMITTER ON Firoop Conrrot—Rivers AND Harpors, 
Washington, D. C. 

The subcommittee met, pursuant to adjournment, at 9:30 a. m., in 
room 412, Senate Office Building, the honorable Richard L. Neu- 
berger, presiding. 

Present: Senators Neuberger (presiding) and Jordan. 

Senator Neusercer. The subcommittee will please come to order. 

Our first witness this morning is Mr. Thomas W. Delzell, chairman 
of the board of the Portland General Electric Co., of Portland, Oreg. 

Mr. Delzell, you are accompanied by Mr. Short, of your company, 
if Iam not mistaken. 

Mr. Deuzevt. That iscorrect. Robert H. Short. 

Senator Neupercer. We are very pleased to have you here. 

I notice you have a prepared statement. You can read it in full or 
you can have it appear in the record in full and paraphrase it, what- 
ever you choose. 


STATEMENT OF THOMAS W. DELZELL, CHAIRMAN, BOARD OF 
PORTLAND GENERAL ELECTRIC CO., PORTLAND, OREG., ACCOM- 
PANIED BY ROBERT H. SHORT 


Mr. Detzeti. Usually, I talk off the cuff, but today I prefer it the 
other way. 

I want to direct my comments, Mr. Chairman, to S. 2206 first, with 
respect to industrial priorities. 

Senator Neusercer. You also have a statement on S. 3114; is that 
correct ¢ 

Mr. Derzeu. I do, yes, sir; and I will make those comments rather 
brief, but I will introduce the statement in full at this point in the 
record. 

PREPARED STATEMENT OF THOMAS W. DELZELL ON S. 2206 


My name is Thomas W.. Delzell. I am chairman of the board and chief 
executive officer of Portland General Blectric Co., Portland, Oreg. I am appear- 
ing in regard to S. 2206, a bill to modify section 4 of the Bonneville Project Act 
of 1937. 

For the benefit of the committee and the record I would like briefly to describe 
Portland General Electric Co. It is the only private utility operating in Oregon 
whose operations are entirely confined to that State. PGE and its predecessor 
companies have served Oregon longer than any other existing electric utility. 
Our company was the first to develop hydroelectric power in the State of Oregon, 
and was also the first electric company successfully to accomplish long-distance 
transmission of alternating current. Our slogan is, “Oregon’s pioneer electric 
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utility,” and we are justifiably proud of that designation. Our management and 
directors are Oregonians and a significant block of our common stock is held by 
Oregon citizens. PGE serves the economic heart of Oregon, and is privileged to 
provide electric power to about one-half of the State’s people. 

The primary principle upon which the operation of our company is based and 
upon which this testimony will be based is that the State of Oregon should 
always have available a completely adequate supply of electric power at the 
lowest reasonable cost. It is gratifying to report that remarkable progress has 
been made in this regard in recent years. 

Because of a record-breaking construction program, largely begun during the 
past 7 years, the Pacific Northwest, including the area served by PGE, can look 
forward to an era of abundant power supply for at least the next 6% years. 
This is highly important since we have had to talk in terms of a real or threat- 
ened power shortage for so many years. 

This tremendous step forward has been made possible by the joint efforts of 
the electric systems which provide service to the Pacific Northwest. 

All told there.is licensed or scheduled for construction by non-Federal agencies 
over 4,515,000 kilowatts of hydroelectric capacity and an additional 450,000 kil- 
owatts of steam capacity by Utah Power & Light Co. In addition, the United 
States, acting through the Corps of Engineers and the United States Bureau of 
Reclamation, is building 2,757,500 kilowatts of power. This hydroelectric con- 
struction program, involving 7,272,500 kilowatts, is the largest ever undertaken 
in any area in the United States. 

At this point I would like to introduce for the record a tabulation of existing 
and scheduled hydroelectric powerplants in the Pacific Northwest region. (See 
p. 482.) 

To sum up, the Pacific Northwest is now in better shape powerwise than it has 
ever been. The Pacific Northwest is no longer a “shortage” area. An example of 
this is the increased activity on the part of PGE and other utilities in the re- 
gion to promote industrial development. We are actively seeking new indus- 
tries, and one of our selling points is the availability of low-cost hydropower. 

I have emphasized this point because of its significance in relation to my posi- 
tion on 8. 2206. It is important that we keep in mind in considering this bill 
that the question is not one of total power supply. Oregon will have adequate 
electric power. This is the basic responsibility of the utilities which serve the 
State and is a responsibility which will be met. 

What we are concerned with here today is distribution of that part of the 
Pacific Northwest’s power supply which comes from Federal multiple-purpose 
water-resource projects. The position of the United States in this regard is 
diminishing in relation to total supply. 

To say the position is diminishing in importance is not to say it is becoming 
insignificant, Firm power from Federal projects in a critical year will amount 
to 4,450,000 kilowatts in 1965 according to engineering estimates. What should 
be of concern here today is the problem of achieving equity in distribution of that 
power to the various States of the Columbia Basin. 

Federal power marketed by BPA is low priced—partly, because much of it 
comes from projects built during the depression ; partly, because it was financed 
by low-cost Government money; partly, because it pays no taxes; and partly, be- 
cause the United States built its projects at the best, most economical sites. 

I do not plan to argue the merits of Federal power development. Bonneville, 
Grand Coulee, The Dalles, and McNary are accomplished facts. Power from 
them is sold at a low rate. All I seek here today is recognition of the need for 
equity in the distribution of that power. 

Northwest Federal power is presently sold under the terms of the Bonneville 
Act of 1937. This act gives preference to public agencies and cooperatives. I 
will not go into the history and development of the preference clause. Suffice it 
to say that the preference in the Bonneville Act is far different from the “pref- 
erence for municipal purposes” in the Reclamation Act of 1906. 

Reduced to its basic meaning, the situation in the Pacific Northwest is that 
nearly all of the Federal firm power available for sale to utilities will be sold to 
the State of Washington by 1965. This occurs because 65 percent of the people 
in Washington are served by so-called preference agencies, i. e., public utility 
districts, cooperatives, and municipalities. 

In Oregon, after at least 60 elections during the past 20 years, 85 percent 
of the people have chosen to be served by stockholder-owned power companies. 
In 1956 these 1,500,000 people will not be permitted to use any firm Federal 





' 
i 
k 
be 


ay amp * 































— ere «CG ee ww ~~ = Far + 


Sswo we 


Cy ome ty wy 


a 


‘we SS 


a |S 





PRR IE LEE 


eee 


BONNEVILLE PROJECT ACT AMENDMENTS OF 1958 427 


power—which they have helped to create and which they are now helping to 
pay for. 

This is inequitable, unjust, and in all probability a subversion of the intent of 
Congress which, in enacting the Bonneville Act of 1937, directed that power 
from Bonneville be marketed to insure the widest possible use by the general 
public. 

I would like to state at this point that the problem I am discussing is a 
prospective one. Oregon people have in the past been able to share in the use 
of Federal power in an equitable manner. In 1956, for example, Oregon re- 
ceived about 38 percent of Federal power sold to utilities. This was possible 
because the supply of Federal power equalled the demand for it. It is obvious 
that this situation cannot endure. 

As I have indicated earlier, Federal power will amount to 57.2 percent of 
the total Pacific Northwest electric energy requirement in 1965. This will 
be a continuously diminishing figure, since Federal hydro power will level out 
at around 12 million kilowatts and load growth can be expected to continue 
at a5 percent to 8 percent annual rate. 

At this point, Mr. Chairman, I request permission to submit to the committee 
a study made by the rate and research department of Portland General Electric 
Co., which rather exhaustively explores the facts regarding distribution of 
federally generated power primarily in the States of Washington and Oregon. 

By no means do I wish to leave the impression that Oregon and Washington 
are the only States concerned here. Idaho and Montana and Utah have rights 
which must also be protected. But the fact remains that the primary problem of 
distribution of Federal power lies between the States of Washington and 
Oregon. Montana is partially protected because it receives a guaranteed block 
of power from the Federal Hungry Horse project on the Flathead River. 
Idaho, because of its geography, has developed within the State a greater amount 
of non-Federal power than has the State of Oregon, and Idaho’s power supply 
is reasonably secure. It must be recognized, however, that in any alloca- 
tion of Federal power in the Columbia Basin, the States must share equitably 
on a basis of allocation which gives weight to all relevant factors. 

Again I would like to emphasize that we are not here concerned about total 
Pacific Northwest power supplies. What we are concerned with is how Federal 
power is distributed. 

It is my firm belief that this power should be distributed on a fair and 
equitable basis among the people of the Columbia Basin, regardless of the politi- 
cal inclinations or voting records of those people. 

People should not be discriminated against because of their economic beliefs 
any more than they should be denied their civil rights because of race, creed, 
or color. 

It appears to me that the answer to the problem lies in action which will 
guarantee to all of Oregon, not just certain segments of the economy,-a fair 
and equitable share of Federal power. The most feasible method of achieving 
this goal is Federal legislation which would direct that Federal power would 
be allocated on a fair and equitable basis to the people of the various States 
in a given river basin. 

Population and need, along with other factors, such as plant location, would 
be used in determining such allocation. It is not proposed that power alloca- 
tion be based solely on location of plant, even though Oregon might fare better 
under this method than under the present system. 

Insofar as S. 2206 recognizes the fact that changing conditions demand 
changes in the Bonneville Act, it is a significant forward step in the develop- 
ment of corrective legislation. §S. 2206 raises some serious questions of policy, 
however, which must be carefully considered. The bill, for example, departs 
abruptly from longstanding power-marketing policy. 

It has always been a cornerstone of that policy that power, especially that 
produced by the United States, should be sold in such a manner as to provide 
for the widest possible use within feasible transmission distance. 

In 1937, anklin D. Roosevelt reaffirmed that principle when he dedicated 
Bonneville Dam. Hesaid: 

“That is why in developing electricity from this Bonneville Dam, from the 
Grand Coulee Dam and from other dams to be built on the Columbia and its 
tributaries, the policy of the widest use ought to prevail. The transmission 
of electricity is making such scientific strides today that we can well visualize 
a date, not far distant, when every community in this great area will be wholly 
electrified.” 
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It is also relevant to note that the foremost principle of utility regulation, a 
principle universally accepted, is that no discrimination shall be permitted. 
To give preferential status to any single group, such as a certain type of 
industry, at the exclusion of all others is a serious departure from this policy. 

An additional question raised by 8S. 2206 is the propriety of giving to one 
man the authority which this bill gives to the Bonneville Administrator. He 
is granted virtual dictatorial powers over some segments of industry. Without 
statutory direction, he is given absolute, unquestioned power to give to some 
special industry the benefits of low-priced Federal power. His choice is based 
on his opinion alone. The ultimate result of such a grant of authority would 
be the imposition of one man’s personal opinion on the free and natural devel- 
opment of the West’s industrial economy. 

Further, it appears that the responsibility given to the Administrator would 
be impossible to meet. He is charged in the bill ‘“* * * to insure that the electric 
energy disposed of will benefit the general public fairly and equitably throughout 
the whole Columbia River Basin, the Administrator may establish priorities for 
industrial uses which will best promote the diversified economic development of 
the several States of the basin * * *” These are functions impossible of per- 
formance. 

Suppose, for example, he had competing applications for power from (1) an 
REA co-op seeking power for a cannery; (2) an aluminum reduction plant; 
(3) a dry ice plant; and (4) a private company seeking power for a steel 
foundry. 

He could not accurately predict which industry would in the long run promote 
diversification and best benefit Oregon. The history of American industry is a 
narrative of expansion and change. What might be diversification in 1959 could 
be obsolescence in 1963. 

A dramatic demonstration of this fact can be observed by reviewing the changes 
which have taken place in American industry during the past few decades. 
We have moved from the model T to the Lincoln Continental, from the Flying 
Jenny to the Boeing 707, to the Atlas ICBM. Twenty years ago a high accuracy, 
precision cathode-ray oscilloscope was a phenomenon of the laboratory. Today 
it is the product of one of Oregon’s finest and fastest growing industries, Tec- 
tronix, Inc. 

The point I am making is that industry must be permitted to keep its adapt- 
ability and flexibility. It must continue to be permitted to grow and develop 
to meet the needs of the times in an atmosphere of freedom. The imposition of 
artificial controls and preferences is the antithesis of American industrial 
progress. 

This brings us to another serious question raised by S. 2206. That is, its 
preferential treatment of new industry. Even if one could answer the funda- 
mental question of who is to say that the electric power needs of a dairy farmer, 
an irrigation district, a school, a store, or a hospital are subservient to those of an 
aluminum reduction plant or a steel mill, the question of why new industry 
should be preferred over established industry remains unanswered. 

S. 2206 also attaches undue importance to the cost of power as a determining 
factor in industrial development. At this point I would like to present for com- 
mittee consideration a document entitled “Oregon Manufacturing Employment 
and Payrolls, 1939-56” by Fred R. Groch, who is manager of PGE’s rate and 
research department. This document explores in rather significant detail the 
relationship between power cost and industrial development in Oregon and 
throughout the United States. I believe its findings will be of extreme interest 
to this committee. 

Some of the major conclusions of this document are: 


1. MANUFACTURING THE PRIME ECONOMIC FACTOR 


Manufacturing and agriculture are the prime movers of the rest of the 
economy. Appreximately two-thirds of all wages and salaries are dependent 
upon manufacturing, and all wages and salaries amount to 54 percent of the gross 
national product. It is evident that manufacturing is the most important factor 
affecting State and national economy. 


2. OREGON MANUFACTURING ALREADY WELL DIVERSIFIED 


Although Oregon’s lumber and wood products industry group in 1956 ac- 
counted for 56.2 percent of the State’s total manufacturing payroll, its other 
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manufacturing industries are well diversified. The State needs to attract more 
manufacturing of types already established here, and to prevent loss of employ- 
ment such as occurred in the furniture and leather goods industries. 


3. GOOD “BUSINESS CLIMATE” NEEDED 


There is no simple means of attracting industries to a State. The greatest 
success in this direction seems to be achieved by having a good “business climate” 
in relation to taxes, legislative and administrative attitudes, labor, et cetera, and 
by continual vigilance to preserve and improve these elements in the “business 
climate.” 


4. LOW-COST ELECTRICITY A DETERMINING FACTOR FOR THREE INDUSTRY GROUPS 


Low-cost electricity is not of major importance to new industries except for 
three industry groups: aluminum reduction, some inorganic chemicals, and some 
compressed and liquified gases, and in these groups it constitutes only 6.4 percent 
to 11.8 percent of the final cost of production. Total Oregon employment in these 
industries is about 1,400; this is 2.4 percent of the total increase in employment 
in the State since 1939. Practically all of Oregon’s new jobs since 1939 have 
been added in industries for which electricity is a minor item of expense. 

The position of PGE on the overall question of electric power and Oregon’s 
economy is relatively simple. First, we believe in power abundance. We serve 
an area blessed with a tremendous hydroelectric potential. We believe this poten- 
tial should be developed to its economic limits, consistent with wise conservation 
practices. This ultimate development is now about three-fourths complete. 

Second, we believe the benefits which come from this hydroelectric power 
should be distributed equitably to all the people within reasonable transmission 
distance. 

It is at point No. 2 where the problem arises. There is no question that federally 
developed hydro power is not equitably distributed. 

In our opinion 8S. 2206 falls short of providing an answer to the problem because 
it narrows rather than broadens the rules under which Federal power would be 
sold. It creates an additional preference—a preference for a limited minority. 

A better legislative answer, I believe, would be a bill to authorize an appropriate 
agency to make an allocation of Federal power to each State in a given river basin 
on a “fair and equitable” basis, within the legal meaning of that term. In this 
case, of course, we are discussing the Columbia Basin; and the bill should so 
indicate. The agency making the allocation could be the Secretary of the Interior, 
or the Federal Power Commission, or the Secretary in cooperation with said 
Commission. I would suggest the Federal Power Commission, primarily because 
it is a fact-finding, quasi-judicial body, and therefore in a position to make an 
appropriate finding after hearings and under established procedure. Under this 
procedure, if any State were aggrieved it could appeal to the higher courts; and 
an adjudication secured from such courts, in the same manner that water right 
controversies are adjudicated. 

This cure would not contemplate abrogation of any existing contract, but would 
come into play only as Federal power became available for allocation and use 
through either the expiration of contracts or through the construction of new 
Federal plants, or both. Thus, there would be no reduction in present power 
deliveries by Bonneville Power Administration to either its industrial or prefer- 
ence customers. 

In effect, and so long as Congress chooses to accord a valid preference to such 
purchasers as REA’s, PUD’s, and municipal utilities (preference customers) their 
preference would operate within the broad limits of the respective State alloca- 
tions. 

Consequently, the effect would be that preference customers in the States of 
Oregon, Idaho, and Montana would actually be in a stronger preference position 
than they now are because they serve relatively few of the total electric cus- 
tomers in these States. 

Conversely, and although the impact of fair State allocations would not mean 
any reduction in present power deliveries to the preference customers in the 
predominantly public power State of Washington, it could mean that such 
preference customers would at some time in the future have to take less of their 
load growth requirements from BPA while the other States were catching up. 

Manifestly then, both the time and the extent to which fair and equitable 
State allocations become meaningful will largely depend upon the amount and 
time of new Federal power generating capacity. 
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In the event and to the extent that the people of a State to which an allocation 
has been made are unable immediately to use such Federal power, provision 
should be made in the bill for the sale elsewhere of the unusable portion, subject 
to recall upon reasonable notice by the interested State, as its ability to use the 
power changes. 

The cure is sound, legally, and should be acceptable, politically. It is difficult 
to visualize the representatives of such a power deficient State as Oregon being 
opposed to a fair and equitable allocation to their State. 

Conversely, the representatives of more favored States could not, in good 
conscience, seek more than a fair and equitable allocation for their States. 

There is much precedent for action of this nature. One case involves a North- 
west State, Montana, which now gets the benefit of somewhat similar legisiation 
affecting Hungry Horse Dam which seems to give it a fair share of power. 

At this point, Mr. Chairman, I request permission to insert in the record a 
memorandum prepared by our legal staff covering other precedents for legisla- 
tion of this nature. This document was prepared last year but has been brought 
up to date to include the most recent action in this regard, acceptance this year 
by the United States Senate and House of the geographic allocation features of 
S. 497, the omnibus rivers and harbors authorization bill. Although this bill 
was vetoed by the President, it is my understanding that a similar geographic 
allocation provision has been included in the new omnibus bill. 

In conclusion, Mr. Chairman, I wish to express the thanks of the people whom 
my company serves, as well as the management and directors of PGE, for the 
opportunity granted us to appear before this committee today. You are to be 
commended for your forward looking approach to this most important problem, 
and you may be assured of our continued cooperation. 

Mr. Deuzeit. As I have just commented, I am appearing in regard 
to S. 2206, a bill to modify section 4 of the Bonneville Project Act of 
1937. 

For the benefit of the committee and the record, I would like briefly 
to describe Portland General Electric Co. It is the only private 
utility operating in Oregon whose operations are entirely confined to 
that State. Portland General Electric—or PGE, as I may call it— 
and its predecessor companies have served Oregon longer than any 
other existing electric utility. Our company was the first to develop 
hydroelectric power in the State of Oregon, and was also the first 
in the United States of America successfully to accomplish long- 
distance transmission of alternating current. Our slogan is, “Oregon’ s 
pioneer electric utility,” and we are justifiably proud ; of that designa- 
tion. Our management and directors are Oregonians and a significant 
block of our common stock is held by Oregon citizens. 

I would like to add here that 68 percent of all of our stock is held 
on the Pacific coast. PGE serves the economic heart of Oregon, and 
is privileged to provide electric power to about one-half of the State’s 
people. 

Again for the record, almost exactly one-half of the people reside 
within our relatively small service area, and except for the com- 
petition of Pacific Power & Light Co. we serve all of them. T would 
estimate that is certainly over 40 percent of the State’s population. 

We take some justifiable pride in endeavoring to be to the best 
of our ability a good corporate citizen. On the personal side in that 
regard, and apropos of these bills that we have before us today, it 
has been my special interest and effort to work with the three groups 
responsible for electric service in the Pacific Northwest, n: amely the 
private utilities, the municipal utilities which include REA’s, and 
the Bonneville Power Administration of the Federal Government, in 
an effort to bring Spout a better degree of mutual understanding and 


confidence for the be nefit of all. 
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In that regard, and because it came up yesterday, in connection with 
other witnesses, I would like to have the record show at this juncture 
that so far as I know and believe, this company, under my manage- 
ment since February 3, 1948, and prior to that date for that matter, 
has been a consistent supporter of appropriate Federal projects. 

I think under the Constitution aoe are a great many instances 
where the United States itself, pursuant to its obligations under the 
Flood Control Act, the Navigation Act, and the Reclamation Act, 
has certain responsibilities which it can perform perhaps better from 
time to time than local public agencies or even private enterprise. 
And where it can, we have consistently supported it. Personally, I 
believe in it. 

I also believe, for the sake of the record, that wherever and when- 
ever private enterprise, preferably, or, where the people prefer, local 
public agencies, can do some portion or all of the ie, the Congress 
and the people of the United States, acting through it, should encour- 
age these agencies to do it for a lot of reasons, including self-reliance 
and budgetary. 

The primary principle upon which the operation of our company is 
based and upon which this testimony will be based is that the State 
of Oregon should always have available a completely adequate supply 
of electric power at the lowest reasonable cost. It is gratifying to 
report that remarkable progress has been made in this regard in the 
last few years. 

Because of a recordbreaking construction program, largely begun 
during the ‘past 7 years, the Pacific Northwest, including the area 
served by PGE, can look forward to an era of abundant power supply 
for at least the next 6144 years. This is highly important since we have 
had to talk in terms of a real or threatened power shortage for many 
years past. This step forward has been made possible by the joint 
efforts of the electric systems which provide service to the Pacific 
Northwest. And I mean by that the municipal utilities, the private 
utilities, and the Federal Government operating through the Corps 
of Engineers, the Bureau of Reclamation, and in terms of distribu- 
tion, the Bonneville Power Administration. 

All told there is licensed or scheduled for construction by non- 
Federal agencies over 4,515,000 kilowatts of hydroelectric capacity 
and an additional 450,000 kilowatts of steam capacity by Utah Power 
& Light Co. In addition the United States, acting through the Corps 
of Engineers and the United States Bureau of Reclamation, is build- 
ing 2,757,500 kilowatts of power. 

I think the record should show that this hydroelectric construction 
progres, involving 7,272,500 kilowatts, is, as far as I know, the 
argest hydroelectric program ever undertaken in the United States. 

At this juncture I would like to introduce, Mr, Chairman, for the 
record, a tabulation of the existing and scheduled hydroelectric power 
projects in the Pacific Northwest. It appears, for the sake of the 
reporter, on the last page of the prepared statement which is before 
you. 

y Senator Nreusercer. Your statement will appear in the record in 
full, and of course your tabulation will be part of that inclusion. 

Mr. Detzety. May it appear at this juncture in the interests of con- 
tinuity ? 
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Senator Nevnercer. If you prefer that, it will appear at this point. 
(The tabulation follows :) 


PaciFic NORTHWEST REGION POWER SYSTEMS oF 1,000 KILOWATTS CAPACITY OR 
MorE EXISTING AND SCHEDULED AS OF Dec. 31, 1957 


Existing powerplants 





| Total in kilowatts 


| Name-plate Peaking 























| rating capability 
i penne naw eee doa aes e tera Sorel 5, 194, 300 | 5, 978, 150 
I, SO Ss chek od ee de 1, 434, 450 1,617, 750 
NN i ok i Boniicndemthepnianystieded i. a 2, 947, 520 3, 220, 030 
I en I ns seins ha ehined~ hess ee ks nas 76, 230 \ ~ 140, 816, 930 
Additional power generation scheduled 
ee TT 
Sponsor \Nameplate, Scheduled 
rating completion 
| ppl LA. 
Federal hydro plants: Kilowatts | 
Palisades. .............. | U. 8. Bureau of Reclamation...........- 28, 500 | February 1958. 
Chief Joseph--- 3. S. Corps of Engimeers-___-...-_.-_--- bd 256,000 | December 1958. 
Re6B. 45 5dc2e J. 8. Bureau of Reclamation...........----- | 12,000 | May 1958. 
Ws cb cactcoseus J. 8. Corps of Engineers.............--- ; 936,000 | November 1960. 
Cougar - cece aeaLa tna iets Rind tiietb sisal sm dnsipaa elvininsooiclintn te ini | 25,006 | November 1962. 
Ce . ccmad shied appends encekt aan 30,000 | November 1961. 
Ice Harbor...........--- Feed Be Scteictee orto heb iesbuecurce se. 270,000 | December 1963. 
Sobems Diy 55544555 scn ce A es Nh one bee kbnniagse ey EWR, 000 June 1971. 
| - - 
We i iiidi i tides BE ikedt bid De deed | 2,757, 500 | 
Non-Federal hydro plants: | | 2 
Nn cb ehitca bine | Portland General Electric Co......-.----- p 72,000 | March 1958. 
North Fork.........--- Io Ree oat oe eeipcoscccsacamet 38, 400 | September 1958. 
Faraday addition__...._|.....do._-._.- Scand mest ke et 19,200 | November 1958. 
Merwin._-...-..--. all Pacific Power & Light Co-.__- 45, 000 } Do. 
Swift Nos. 1 and 2._..__| Pacific Power & Light and ‘Cowlitz Cot inty | 274,000 | December 1958. 
| Public Utility District. 
DEEDES ebesccussen i i ai. . tacuakassodeusdepetuascas 360, 400 Do. 
SO k» icc ---| Seattle Clty Light. : i. ....2i......... 25, 000 Do. 
Dee ee... California-Oregon Power Co_-__........-.-- } 80,000 | 1958. 
| ee -| Montana Power Co____-- gOiaddeeencsel 48,000 | May 1958. 
ST IE se siopitstcmnt Puget Sound Power & Light... Sb pdaetpicbos | 85,000 | September 1959. 
Rh tc tates oom gran | Seattle City Light..............._-- eesn 57,000 | December 1959. 
Carmen-Smith_.....---. City of Eugene-...._....--. shel 50,000 | 1960. 

Priest Rapids..........- Grant County Publie U tility District No. 2. 630,000 | May 1960. 
Noxon Rapids___.......| The Washington Water Power Co-__-_-- --| 336,000 | June 1960. 
Baker River ..........-- | Puget Sound Power & Light Co____.-___- : 55,000 | September 1960. 
NS tab ctodacwndad 4 finde Power Co sok 190,000 | August 1961. 
Rocky Reach........._- | Chelan County Public U tility District.....- + 749, 000 | May 1962. 
ca aS a cones weiss | Tacom: a City L ight 160, 000 | June 1962. 
PVOMNNUER bi docccédess- | Grant County Public U tility District No. 600,000 | August 1962. 
Hells Canyon..........- tN SIE TOG «6 onc pnmteesatrnien dee Gt a 341,000 | August 1964. 
Mossyrock.............- 5 SPURS BANS. J pecan ecnbedgaginnnty 300, 000 | December 1965. 

} Te 

Oe es ae ne tata d Redidkhe ied 4, , 515, 000 | 

| | = | 

a nl sath cial datas | 7,272, 500 

tion scheduled. 
| 





Mr. Dexzett. To sum up, the Pacific Northwest is now in better 
shape, powerwise, than it has ever been. The Pacific Northwest is 
no longer a shortage area. An example of this is the increased activ- 
ity on the part of PGE and other utilities in the region to promote 
industrial development. 

We have always been interested in this subject, but more so than 
ever before we are now actively seeking new industries, and one of 
our selling points is the availability of low-cost hydropower. 
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I have emphasized this point because of its significance in relation 
to my position on S. 2206. It is important that we keep in mind in 
considering this bill that the question is not one of total power supply. 

I want the record particularly to show that with emphasis, if you 
please, because Oregon will have, in my opinion, an adequate supply 
of electric power. This is the basic responsibility of the utilities 
which serve the State, and is a responsibility which will be met. 

We are concerned here today with a problem of distribution of that 

art of the Pacific Northwest power supply which comes from the 
‘ederal multipurpose water-resource projects. The position of the 
United States in this regard is most important, and will continue to 
be an important factor for the rest of my lifetime. However, I think, 
as more and more power is brought in, on a quantitative basis, it 
will become less important. 

To say that the position, however, is diminishing in importance 
is not to say that it is becoming insignificant. Firm power from 
Federal projects in a critical year will amount to 4,450,000 kilowatts, 
or about 57 percent of the total supply in the Pacific Northwest power 
pool in 1965, according to our estimates. 

And, by the way, let the record show that I am referring to the 
Pacific Northwest, whereas Mr. Kinsey Robinson yesterday was 
referring, Senator, to the west group of the power pool. 

Senator Nevpercer. I understand. 

Mr. Deuzeiu. If there is some variation in figures, it is simply 
because of that fact. 

What should be of concern here today is the problem of achieving 
equity in distribution of that power to the various States of the 
Columbia River Basin, and when I say States I really mean to the 
people who reside in those States, the citizens. 

Federal power is marketed by Bonneville Power Administration. 
It is low-priced, partly because much of it comes from projects built 
during the depression, partly because it was financed by low-cost 
Gcovernment money, and partly because it pays no taxes, and in part 
because the United States developed, as it should, the most economi- 
cal sites that it had available. 

I do not plan to argue the merits of Federal power development, 
which, as I have indicated, we have supported. Bonneville, Grand 
Coulee, The Dalles, McNary, and many more projects are accom- 
plished facts. Power from them is sold at a low rate. What I am 
interested in here today, in connection with S. 2206, is recognition of 
the need for equity in the distribution of that Federal power. 

This Federal power is presently sold under the terms of Bonne- 
ville Project Act of 1937, as amended. This act gives preference to 
public agencies and cooperatives. I will not go into the history and 
development of the preference clause, which started, as near as I can 
determine, about 1906. It is sufficient to say that the preference 
clause, as written and as interpreted in the Bonneville Project Act, 
is a far, far cry from the original preference of 1906 in the Reclama- 
tion Act which gave a preference with particular respect to leasehold 
privileges for, and I quote, “municipal purposes.” 

Reduced to its basic meaning, the situation in the Pacific North- 
west is that nearly all of the Federal firm power available for sale to 
utilities will be sold to the State of Washington. And, of course, 
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more particularly, the local public agencies within that State. That 
will be true by 1965. Because Oregon is primarily a private-enter- 
prise State, this will mean a transfer of power from the State of 
Oregon to the State of Washington. 

That is true, Mr. Chairman, primarily because between 62 and 65 
percent of all the electric customers in the State of Washington are 
served by public agencies, meaning municipal utilities, public-utility 
districts, or cooperatives, whereas in Oregon about 15 percent are 
served by the same type of agencies, and roughly 85 percent, as nearly 
as I can calculate, are served by private utilities. That is true in 
Oregon, notwithstanding the fact that we have had approximately 
60 public-ownership elections in the last 20 years. 

You will remember, Senator, that the constitution of the State of 
Oregon was amended in 1932 to permit the creation of people’s utility 
districts, commonly called PUD’s. As I recall, it was expected to 
be the vehicle to bring about a large degree of public power in our 
State. In those 60 elections, the record might show, the people voted 
affirmatively in favor of only 12 PUD’s. 

In our State a second election is required before bonds may he 
issued. Of those 12 which voted affirmatively, 4 eventually were 
organized into operating PUD’s and today they serve in the neigh- 
borhood of 5 percent of the State’s customers. The other 7 have 
become inactive, and, as a matter of fact, 1 of the 7 voted itself out 
of existence in 1956. 

The reason why the bulk of the Federal power marketed by Bonne- 
ville Power Administration will be lost to Oregon is, of course, due 
to the operations of the preference and priority clauses within the 
Bonneville Project Act of 1937. 

We are upon notice now, as are other private utilities, that com- 
mencing in the year 1959 Federal power marketed by BPA will pro- 
gressively be withdrawn, and as far as the official notices are con- 
cerned, no further firm power can be guaranteed or allocated to the 
several utilities after 1964-65. There may be some variations within 
within that 5-year period, but the net result is that at the end of 
5 years it will be withdrawn. There may be several reasons, Mr. Chair- 
man, why that could lag a year or two, or change, but that is essentially 
the fact 

Personally, and without arguing the merits of a preference clause 
for certain groups, including the REA’s, much as we have preference 
clauses on mortgage loans for veterans and things of that character, 
I think basically it is inequitable and unjust, no matter how it was 
intended. Itisa contradiction in terms. 

If you will refer to and read the essence of the Bonneville Act in 
that regard, it indicates that—this is a paraphrasing of it—in order 
to assure the widest possible distribution of Federal power to a maxi- 
mum number of people, a preference and priority should be given to 
certain agencies. 

To me that is a complete contradiction. In short, if you want to 
paraphrase it a little more clearly, it means that the people of the 
United States shall build certain projects and have built them, and in 
one breath they say the objective is to assure maximum benefits to 
all the people, and to obtain the widest distribution; in the second 
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breath, in order to accomplish that purpose, they say the power shall 
be given to a minority of the people, which is obviously a contradiction. 

In connection with some correction of that situation I would like 
at this juncture to point out the problem is primarily a prospective 
one. Oregon people in the past, with the exception notably of 1952 
and 1953 when we had our power shortages and surcharges, have, 
more by coincidence than otherwise, shared, I think, rather equitably 
in the distribution of Federal power through Bonneville Power 
Administration. 

In 1956, for example, Oregon received about 38 percent of the total, 
which is pretty close to its relative population if you want to relate 
it in that manner. 

This was possible because the supply of Federal power equaled the 
demand for it. In my opinion, it is obvious that this situation cannot 
endure, thanks to the withdrawal provisions. 

Federal power in 1965 will amount to in the neighborhood of 57 
percent of the total firm electric energy available within the North- 
west power pool. After that it will be a continuously diminishin 
figure, since, in our opinion at least, Federal power is apt to level off 
in terms of rated capacity in the neighborhood of 1214 million kilo- 
watts, whereas load growth can be expected to continue at the rate 
of between 5 and 8 percent. 

I might state there that the load growth for the past many, many 
years has been at the rate of 7.8 percent, compounded annually. 

Last year, thanks to the recession, thanks also to a very mild winter, 
our load growth was 5 percent. This year we are estimating 4.6 per- 
cent. Just when we get back on a historical curve I do not know, 
but I think that within the course of a few years—and I certainly 
hope so—we will. 

At this point, Mr. Chairman, I would like permission to submit to 
the committee for the record a study by the rate and research depart- 
ment of our company, which exhaustively explores the facts relating 
to the distribution of federally generated power within the States of 
Oregon and Washington. This, I might comment, is very much the 
same as one which I submitted to the Oregon congressional delegation 
almost 1 year ago. It has been brought up to date, but not materially 
changed because the facts do not warrant tt. 

Senator Neurercer. Mr. Delzell, that is a very voluminous docu- 
ment, as I recall. I will do the same thing with that as I did with the 
Bonneville contracts and just incorporate it by reference rather than 
in toto. So if any member of the committee desires to study it, he can, 
and any reader of the hearing record can study it if he desires. But 
it is too voluminous to appear in full, and it will be noted by reference. 

Mr. Deuze.u. You are quite right and I will yield to your judgment. 
Where I have used the words “for the record” I meant to say for the 
consideration of the committee as they choose to use it. 

Senator Neupercer. Thank you. 

(The document referred to was incorporated into the record by 
reference. ) 

Mr. Devzeti. While this document deals primarily with Oregon and 
Washington they are not the only States concerned. It just happens 
that the power problems, so far as Bonneville power is concerned, 
relate essentially to those two States. And rather than attempt to 
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burden our research department and this record with facts that relate 
to the State of Senator Dworbak on my right, we simply boil it down 
to the essential problem of Oregon versus Washington, with full 
recognition that Idaho, and the westerly half of Montana, that por- 
tion west of the Continental Divide, have an equal and abiding interest 
in the subject, as does a small portion of Utah and perhaps, in pure 
theory, if not practice, the anal portion of Wyoming within the Co- 
Jumbia River Basin. 

In considering the distribution of Federal power among the several 
States it is important to keep in mind that Montana is partially pro- 
tected now because it receives, in effect, a guaranteed block of power 
from the Federal Hungry Horse Dam. This allocation is in the 
neighborhood of 240,000 kilowatts. Idaho, because of its geography, 
has developed within the State a greater amount of non-Federal power 
than has the State of Oregon, and Idaho’s power supply is reasonably 
secure. 

It must be recognized, however, that in any allocation of Federal 
power in the Columbia River Basin the States must share equitably on 
a basis of allocation which gives weight to all relevant factors. 

Again I would like to emphasize that we are not here concerned 
about the total Pacific Northwest power supply, but I am directing 
my comments to, and what I am concerned about and what our com- 
pany is concerned about is how the Federal power is going to be 
distributed within that total quantity. 

It is my firm belief that this power should be distributed on a fair 
and equitable basis among the people of the Columbia River Basin, 
regardless of the political inclinations or the voting records of these 
people. It is my belief, and very firmly my belief, that people should 
not be discriminated against because of their economic beliefs any 
more than they should be denied their civil rights because of, if you 
please, race, color, or creed. 

It appears to me, therefore, that the answer to the problem lies in 
action which will guarantee to all of Oregon, not just certain seg- 
ments of the economy, a fair and equitable share of Federal power. 

The most feasible method of achieving this goal is Federal legisla- 
tion, which would direct that Federal power be allocated on a fair 
and equitable basis, within the legal meaning of that term, to the 
people of the various States in a given river basin and, of course, in 
this instance I am directing my comments to the Columbia River 
Basin. 

Population and need, along with other factors such as plant loca- 
tion, would be used in determining such an allocation. It is not my 
proposal that power allocation be based solely on location of plant, 
which is loosely called geographical allocation. Even though—and 
I say this iehatinabibally-cengy State of Oregon would actually fare 





better on this method than it would under the present statutes. And 
that is primarily because, Mr. Chairman, anything will really be 
better, insofar as the interests of Oregon are concerned, with respect 
to Federal power, than the existing statutes. The people of Oregon 
now, unless they are forced to change their voting habits—and even 
then I think it is academic and will be of no avail 
on the totem pole. 
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Coming back to S, 2206, it recognizes, and the senatorial sponsor 
obviously recognizes, that the changing conditions of the last 20 
years indicate the desirability of some change in the marketing 
policies with respect to Federal power. I think that is a tremendous 
step forward. Even though I do not agree with the exact initial 
and immediate purpose of this act I repeat, I think it is a tremendous 
step forward because, as far as I know and can recall, it is the first 
time that an official representative of the State of Oregon has spon- 
sored power legislation, other than some recent John Day legislation, 
which has a modicum of equity in it. It is the first time that the 
people of Oregon, acting through their representatives, have recog- 
nized that there is a problem. 

And it seems to me one can’t get well until he first recognizes 
that he is sick and gives some thought to the problem. The bill, 
however, does mark an abrupt departure from longstanding market- 
ing policies. The sponsor, I know, has indicated that with candor. 
It will give a priority, on a fair and equitable basis within the discre- 
tion of an Administrator, for industral purposes on a diversified basis. 
I well recall, and I think the chairman will recall, that for better or 
for worse the original language and the existing language within the 
Bonneville Act, which gives a general priority to residential and rural 
customers, came about as a direct result of the thinking of the 
mid-1930’s. 

It comes back to my mind because in 1938 and 1939 I was Oregon’s 
first assistant public utility commissioner, under the administration 
of General Martin who, until Governor Holmes, was our last Demo- 
cratic governor. He lost out inthe primaries. In no small part he lost 
out because of opposition engendered on the grounds that he was in 
favor of allocating Bonmevitle power for industrial purposes. 

The wheels have turned, Senator. I don’t anticipate that fate at 
all for you, but it is interesting to look back 20 years ago. [Laughter.] 

Senator Neusercer. Anyone in this particular occupation, as Sen- 
ator Dworshak will agree, can suffer any possible peril. So prophecy 
is perilous. 

Mr. Deuzevi. It has been the policy of the States heretofore that 
Federal power should be made available to the widest possible area 
within economic transmission distances to a maximum number of 

eople. 
' Without quoting the late President, Mr. Roosevelt, that policy was 
expressed by him very ably. 

t is well to point out that in connection with utility regulation a 
fundamental and basic principle is that no discrimination shall be 
permitted. Therefore, with respect to this bill, which would give 
preferential status to a special group of customers, it is contrary to 
that principle. For that matter, so is the Bonneville Act today in 
giving preference to certain residential and rural customers. 

One of the things which bothers me most, is the propriety of giving 
to any one man the authority, which is granted haa this bill. He is 


granted virtual dictatorial powers over some segments of industry. 
Without statutory direction, he is given absolute, unquestioned power 
to give to some special industry the benefits of low-priced Federal 
power. His choice is based on his opinion alone. The ultimate result 
of such a grant of authority would be the imposition of one man’s per- 
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sonal opinion on the free and natural development of the West’s 
industrial economy. 

I have followed that rather seriously; quite seriously, and without 
attempting to be facetious, it seems to me that this one man, no matter 
who he might be, aided and abetted by his counselors and assistants, 
would literally have to have the wisdom of a Solomon and the three 
wise men in order to handle that job appropriately. 

It appears under the bill that the responsibility given to this Admin- 
istrator would, in my opinion, be impossible to meet. He is charged 
in the bill “* * * to insure that the electric energy disposed of will 
benefit the general public fairly and equitably throughout the whole 
Columbia River Basin, the Administrator may establish priorities 
for industrial uses which will best promote the diversified economic 
development of the several States of the basin * * *.” I think these 
functions are simply impossible of performance. 

Let us give one example. Let us suppose that this gentleman has 
competing applications: One, let us say, from an REA co-op seeking 
power for a cannery ; second, from an aluminum reduction plant ; third, 
for a dry-ice plant or its counterpart; and fourth, a private utility 
company seeking power for a steel foundry. In my opinion, he simply 
could not accurately predict which use would bring about the greatest 
benefits to the State of Oregon, or, more accurately, to the States of 
Oregon, Washington, Idaho, Montana, and perhaps a portion of Utah, 
to which his obligation would be directed. 

I think, Mr. Chairman, it is simply impossible for any one man or 
group of men to have the wisdom necessary to allocate power for the 
diversified industrial development of the Pacific Northwest. 

In my lifetime, and in yours, I watched many changes. One of them 
was from the days of the livery stables to the Ford automobile. More 
recently, from the Ford to the Continental, and from the airplanes to 
the guided missiles. I recently had a fascinating day or two at La 
Jolla, Calif., in connection with General Dynamics where they talk 
the language of atomic power which is completely over my head. 

My point is that the changes in industry are coming about so rapidly, 
and have in our lifetime, that no one man or men have the wisdom to 
perform that chore, no matter how sincerely the sponsor of this bill 
thought that they might. 

There isa problem about the bill, too, in respect to preferential treat- 
ment of new industry. Shall it be new industry, or existing industry ? 
I think the bill also implicitly attaches more significance to the cost 
of power in relation to the cost of the total product than is indicated 
by the facts. 

Personally, I never want to be on record and do not intend to be on 
record as indicating that I am not thoroughly in favor of the lowest 
cost power we can secure in the Pacific Northwest. But I think it is 
necessary, in connection with industrial development, to bring some 
of these matters into focus. And in that regard I would like to intro- 
duce in the record, with your permission, a one-page summary that 
occured to me last evening as being appropriate. 

This one-page summary is abstracted from a report by our rate and 
research department and relates to the cost of electricity in typical 
industries as abstracted from official census figures. 

Senator Nevpercer. It will appear in the record at this point. 

(The document follows :) 
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Mr. Detzeiu. This shows, you will see, that in the great majority 
of industries cataloged by the Census Bureau, the cost of power is 
less than 1 percent of the value of shipments, which, of course, includes 
taxes and profit. Only in 3 or 4 industries is power cost of some signifi- 
cance. One of them is, as we well know, primary aluminum, which is 
an important factor in our Northwest. There it amounts to, accord- 
ing to this data, 11.8 percent. On electrometallurgical products, about 
9.4 percent, and on inorganic chemicals, 914 percent. 

We have to keep in mind that even in the great aluminum industry, 
with which I am not in any sense of the aaa critical, power amounts 
to one-tenth of the cost. The other nine-tenths is made up of such 
factors as transportation, and so forth. 

In the interest of expedition, Senator, I would also like to refer to 
the committee, a rather comprehensive report on Oregon manufactur- 
ing employment and bse for the period 1939 to 1956, prepared 
by Fred R. Groch, manager of our rate and research department. 

I think it is probably much too long to put in the record, Senator. 
But I do believe most sincerely that it has a wealth of information in 
it with respect to what has been going on in Oregon for the last 15 

ears, what is going on now in the trends of employment, and could 

a valuable source reference for this committee. 

Senator Nevusercer. It will be incorporated by reference, Mr. 
Delzell. 

Mr. Deuzext. Thank you. 

Also, Mr. Chairman, I have a chart here that I used in New York 
last week in connection with a talk before financial people, and I have 
only one, but I think it might be most interesting to the committee, and 
I assure you that I can get more by tomorrow or the next day—a few 
days hence—for your record, which to me is primarily interesting be- 
cause it shows, from census data, the source of income now prevailing 
in our State of Oregon: Tourists, farms, lumber and wood products, 
and other manufacturing. I find it particularly interesting because 
most of us think that lumber and wood products are our only industry 
there. It is our principal industry. But this chart, Senator, indicates 
also that other manufacturing of a diversified character, in line with 
your thinking, is most fortunately, thank heaven, practically running 
neck and neck with lumber. 

It is a very, very encouraging matter to me. If you would like to 
have it for the consideration of the committee I will certainly get more 
copies for you. 

enator Neusercer. I will certainly incorporate this in the record 
by reference, Mr. Delzell, and perhaps in full, if it can be reproduced 
with facility. 

Mr. Deuzevi. Thank you. If it can be reproduced. Otherwise I 
will get it for the committee, as you please. 

(The document follows :) 
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Mr. De.zetx. The position of our company is relatively simple on 
this power matter. First, we believe in an ample supply of power, 
and we believe that for another 10 or 12 years at least, the bulk of 
that power should come from hydroelectric sources. Second, I feel 
and our company feels, that the benefits of this power development 
should be equitably distributed. 

Incidentally, with the projects in being and now under construc- 
tion, I think that on an economic basis the hydroelectric potential of 
the Pacific Northwest is roughly two-thirds to three-fourths com- 
plete, according to figures of the C “4 of Engineers, and people in 
our engineering department, such as General Walsh and others, who 
are experts in that field. 

I have no objections to the fundamental purpose of S. 2206. Itisa 
step in the right direction but I think it falls short of its mark pri- 
marily because it directs its attention to one facet only of the broad 
problem and overlooks the picture of a fair and equitable distribu- 
tion on a fair basis, if you please, for all purposes within the Pacific 
Northwest. I think—and my suggestion is made in the formal state- 
ment—that a better solution will be to amend the Bonneville Act so 
as to authorize some appropriate agency to make an allocation of the 
Federal power within the total power supply on a fair and equitable 
basis within the legal meaning of that term. 

I want to reiterate that the total power supply, in my opinion, will 
be adequate. As a matter of equity, however, Federal power should 
be allocated to all of us citizens, if you please, on a fair basis, because 
it has certain advantages that do not obtain with respect to other 
power. That is not because there is any magic whatsoever in Federal 
power as such. It is simply because it has the benefit of certain cost 
subsidies. 

I am not concerned about who should make this allocation. I 
suggest the Federal Power Commission in my statement simply be- 
cause it is a quasi-judicial body equipped to find facts. It has cer- 
tain procedures now. If the allocation aggrieves any State there are 
procedures whereby that State can immediately appeal to the courts 
and have a judicial finding not unlike that which would be obtained 
with respect to water rights. However, it can be done by the Secre- 
tary of the Interior or any other competent person to whom the Con- 
gress assigns the chore. 

In my opinion, such a cure should be on a prospective and not a 
retroactive basis. It should not violate the obligations of any exist- 
ing contract. Therefore, it would come into play only as various con- 
tracts expire or, more importantly, as new Federal projects are 
constructed. 

In my thinking there will be no reduction whatsoever in the power 
supplies to any present purchaser, whether it be industrial customers 
with contracts expiring in the 1970’s or the preference customers 
wherever they may be situated. 

Yesterday, we learned from Mr. Goldhammer, of the Bonneville 
Power Administration that reduction of power to public agencies re- 
quire 5 years’ notice; that would not concern me in the least. I can’t 
imagine that the allocation would come into effective play, for illus- 
tration, until John Day is completed, even though the legislation 
should, and I hope would, be enacted mor r*pidlv. 
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The effect upon the several States would vary more or less in rela- 
tionship to their public-power preference. ; 

The States of Oregon, Montana, and Idaho have relatively small 
numbers of preference customers. I have charted this matter out in 
the memorandum which has been introduced as a matter of reference 
and it appears to me that the predominantly public-power State o 
Washington would continue to secure for a number of years larger 
quantities of Federal power. The only impact upon it—and it is the 
only State which would be adversely affected—would be that to make 
these State allocations meaningful, the public bodies and preference 
customers in that State might, along about 1965 or 1968, have to stand 
still, if you please, for a while, and not take as much, if any, of their 
future load-growth requirements from the Federal System while the 
other States are catching up on the basis of a fair and equitable allo- 
cation. 

I would think that so long as the Congress in its wisdom gives the 
public body preference, as it does now, to REA’s, municipal utilities, 
and other nonprofit distributors, that that will continue in being. I 
personally don’t like it. But as a political fact of life I don’t think 
this Congress or the next Congress or the next one after that is going to 
repeal it. 

It may be like the prohibition amendment, before somebody comes 
along like Franklin D. Roosevelt with enough courage to really face 
that issue. But in the meantime I would certainly have it operate 
within the State allocation. 

There are many, many precedents for this: Hoover Dam, Priest 
Rapids Dam, Hungry Horse Dam in the Northwest. Priest Rapids 
is particularly a good example, I believe. 

At this juncture I would like to introduce for the record, with 
your permission, a memorandum of a considerable number of pages 
which I think you have seen before, Senator, but not in this abbreviated 
form, entitled, “Equitable Allocation of Power Between States.” It 
was prepared by our counsel. I trust and hope it will be of real in- 
terest to the committee. 

Senator Neusercer. I have seen the document. It is of some length, 
but of reasonable length, and I am going to ask that it appear in the 
record in full. 

Mr. Deuzevt. Thank you very much. 

(The document follows :) 


EQUITABLE ALLOCATION OF POWER BETWEEN STATES 


It is essential that provision be made for the equitable allocation of power 
between the States in the Columbia River Basin, in order to avert the concen- 
tration of practically all available Federal power in one State in the basin. 
This is a consequence both of the form of preference provisions contained in the 
Bonneville Project Act of 1937, and of the fact that a very large proportion of 
the electric customers in Washington are served by agencies qualifying under 
the preference clause of this act while only a relatively small proportion of the 
consumers in Oregon are served by such bodies. 

Section 4 (a) of the Bonneville Project Act of 1937 provides, among other 
things, that the Bonneville Power Administrator shall “in disposing of electric 
energy generated at such project, give preference and priority to public bodies 
and cooperatives.” This, read in connection with other clauses of the act, has 
been construed as establishing preference as a continuing right, that is, that BPA 
has a duty to supply the growing electric needs of its preference customers, even 
though it will be necessary to take the power away from rural and domestic 
consumers in the areas not served by public bodies. 
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The two States of Washington and Oregon, as of December 31, 1954, had about 
1,435,000 electric customers. Of this total, 823,000 were served by investor- 
owned electric companies, while 612,000 were served by public agencies. The 
customers served by public agencies were largely concentrated in Washington. 
Of the 872,000 electric customers in Washington, 528,000 were served by public 
bodies, and but 84,400 of the 563,000 in Oregon were served by preference 
agencies. 

Since the BPA has construed preference to be a continuing right and that 
Administration is undertaking to serve the normal growth of these preference 
customers, an ever-increasing proportion of power produced at Columbia Basin 
projects will go to preference customers. This means that an ever-increasing 
share of this energy will be going to residents of the State of Washington to the 
disadvantage of those in Oregon. 

During the fiscal year 1955 publicly owned utilities which are preference cus- 
tomers got 28.75 percent of all power marketed by the BPA, while privately 
owned utilities got only 20.96 percent. Industrial customers took 44.04 percent, 
and Federal agencies 6.25 percent (Comptroller General of the United States, 
Audit Report of the Columbia River Power System for 1955, p. 67). The Comp- 
troller General points out that this situation will grow much worse in the next 
decade. He says, “Load forecasts prepared by BPA estimate that by 1965 about 
70 percent of available firm power from projects now in operation or under 
construction will be sold to preferred customers. The remainder is reserved for 
directly consuming industrial customers (Comptroller General of the United 
States, Audit Report of the Columbia River Power System for 1955, pp. 71-72). 

As a consequence of this growth in the demands of preference customers, by 
1965 it will be impossible for BPA to fulfill all of the needs of such customers. 
The report of the Comptroller General goes on to state: 

“Sales of power by BPA to industrial customers are made under 20-year 
guaranteed contracts. Load studies prepared by BPA show that industrial com- 
mitments may affect preference customers, as this power is beyond their future 
reach for some time.. These load studies indicate that, without the power sold 
to industrial customers, there will not be enough Federal generation available to 
supply the entire needs of preference customers beginning in 1965” (Comptroller 
General of the United States, Audit Report of the Columbia River Power System 
for 1955, p. 72). 

Thus, all of the power that the BPA is now making available to rural and 
domestic consumers served by privately owned electric companies will have to be 
withdrawn and sold to preference customers in less than 10 years. As a result, 
by 1965 very few domestic and rural customers in the State of Oregon will be able 
to get power from the Columbia River Basin projects. 

The objective of this study is to examine experience with provisions requiring 
equitable State allocation of power produced at projects constructed by the 
United States or under licenses from the Federal Power Commission. 

. By law, license, or administrative practice, provisions have been made for the 
allocation between States of the power produced at several projects. 

A law enacted by Congress specifically provides for such allocation of the 
power produced at Priest Rapids Dam on the Columbia River. The acts authoriz- 
ing Hungry Horse Dam and the Boulder Canyon project provide for such alloca- 
tions. The FPC license granted to New York State in 1953 to develop St. Law- 
rence power and the Niagara Act provide for such allocations. The demands of 
preference customers for power from the Missouri River projects have necessi- 
tated an administrative allocation among the States in the drainage basin of 
that river. 

PRIEST RAPIDS 


The act approved in 1954 authorizing the Grant County (Wash.) Public Utility 
District to construct the Priest Rapids project under a Federal Power Commis- 
Sion license contains the following provision : 

“To assure that there shall be no discrimination between States in the area 
served by the project, such license shall provide that the licensee shall offer a 
reasonable portion of the power capacity and a reasonable portion of the power 
output of the project for sale within the economic market area in neighboring 
States and shall cooperate with agencies in such States to insure compliance 
with this requirement: Provided, That in the event of disagreement between the 
licensee and the power-marketing agencies (public or private) in any of the 
other States within the economic market area, the Federal Power Commission 
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may determine and fix the applicable portion of power capacity and power output 
to be made available hereunder and the terms applicable thereto” (Public Law 
544, ch. 589, 68 Stat. 574). 

This language was included in the bill by the House Committee on Public 
Works which reported the legislation on May 12, 1954. The objective was to 
provide “the States of Washington and Oregon as well as neighboring States 
with an equitable share of such power if the project is developed in accordance 
with the provisions of this bill” (88d Cong., H. Rept. 1601, p. 3). 

This amendment was offered by Representative Angell of Oregon who ex- 
plained it on the floor of the House of Representatives as follows: 

“Mr. Chairman, I neglected to say previously that the amendment just read 
was proposed by me in the interest of protecting the users of hydroelectric 
power in all areas regardless of State lines. Under the amendment just read 
it is provided that if the licensee and those who are interested in power cannot 
agree the Federal Power Commission will have the final decision so that the 
power will be distributed equitably throughout the area as is now the case 
under Federal procedure” (Congressional Record, Vol. 100, p. 6850). 

Representative Mack of Washington in the same debate said the proposal met 
with the approval both of the officials of the State of Washington and of the 
public power districts likely to construct the project. 

“Mr. MAck of Washington. May I say to the gentleman from Oregon that as 
chairman of the Subcommittee on Flood Control I talked to the Governor of the 
State of Washington, to the head officials of operating agency No. 1, which 
wants the license, and also to Grant County officials, and they all assured me 
that the State of Washington does not want to hog this power. Washington 
officials want the adjacent States to secure a fair and equitable share of the 
power developed by his dam. Therefore all of these agencies were in favor of 
the amendment of the gentleman from Oregon and accepted by the Public Works 
Committee” (Congressional Record, vol. 100, p. 6850). 

The Senate Committee on Public Works in its report on the bill said: 

“The bill assures that a reasonable portion of the power generated will be 
made available for equitable distribution within the economic marketing area 
in adjacent States” (83d Cong., S. Rept. 1656, p. 4). 


HUNGRY HORSE DAM 


The act approved in 1944 authorizing construction of Hungry Horse Dam in 
western Montana contained a reservation for the State of Montana as follows: 

“That, for the purpose of irrigation and reclamation of arid land, for con- 
trolling floods, improving navigation, regulating the flow of the South Fork of 
the Flathead River, for the generation of electric energy, and for other bene- 
ficial uses primarily in the State of Montana, but also in downstream areas, the 
Secretary of the Interior is authorized and directed to proceed as soon as 
practicable with the construction, operation and maintenance of the proposed 
Hungry Horse Dam * * *” (sec. I, act of June 5, 1944, 58 Stat. 270-271). 

This language would appear to require that primary consideration be given 
to the interests of Montana in disposing of power from the project, but it indi- 
cates also that consideration is to be given to the interests of downstream areas. 

In administering the Hungry Horse Act the Secretary of the Interior has 
approved contracts totaling 221,500 kilowatts for consumption in Montana. The 
at-site power produced by Hungry Horse Dam is 197,000 kilowatts, and with the 
completion of The Dallas Dam an additional 442,000 kilowatts attributable to 
Hungry Horse storage will be generated at downstream plants. 


HOOVER DAM 


The act approved in 1928 authorizing construction of Hoover Dam contains 
the following provision : 

“(c¢) Contracts for the use of water and necessary privileges for the genera- 
tion and distribution of hydroelectric energy or for the sale and delivery of 
electrical energy shall be made with responsible applicants therefor who will pay 
the price fixed by the said Secretary with a view to meeting the revenue require- 
ments herein provided for. In case of conflicting applications, if any, such 
conflicts shall be resolved by the said Secretary, after hearing, with due regard 
to the public interest, and in conformity with the policy expressed in the Federal 
Water Power Act as to conflicting applications for permits and licenses, except 
that preference to applicants for the use of water and appurtenant works and 
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privileges necessary for the generation and distribution of hydroelectric energy, 
or for delivery at the switchboard of a hydroelectric plant, shall be given, first, 
to a State for the generation or purchase of electric energy for use in the State, 
and the States of Arizona, California, and Nevada shall be given equal oppor- 
tunity as such applicants” (sec. 5 (c), act of December 21, 1928, 45 Stat. 1060). 
[Emphasis supplied. ] 

Before construction of the dam was undertaken the various applicants for 
power under the act requested about three times as much power as would be 
available, and, as a consequence, there was a problem of allocating the energy. 
Secretary of the Interior Wilbur and Northcutt Ely in their work on The Hoover 
Dam Documents pointed out that Interiors’ objective in making the original 
allocations was, in addition to insuring the financial feasibility of the project, 
fo insure broad regional development. They said: 

“* * * Tt was recognized also that it was desirable that as broad a regional 
benefit be obtained from this power as was consistent within financial soundness. 
The dam would rest on the border between Arizona and Nevada, and it was 
desired to give them an opportunity to use its energy; but neither of them was 
in a position to make a firm contract for use of any power within its borders. 
The California applicants included agencies serving cities, great rural areas, 
and the Metropolitan Water District, which proposed to construct an aqueduct 
from the Colorado River to the Coastal Plain. It was recognized that the 
water needs of this area were the great motive force behind the financing of 
the dam” (Wilbur and Ely, The Hoover Dam Documents (1948), p. 65.) 

In the original distribution about 64 percent of the power was allotted to 
California users and 18 percent each to Arizona and Nevada. Actually, under 
the contracts as executed, Arizona got 17.6 percent, Nevada, 17.6 percent, the 
Metropolitan Water District of Southern California, 35 percent, other California 
cities 22 percent, privately owned electric companies about 7 percent. Some of 
these allottees have not used all of the permissible energy each year. Thus 
in 1953 the Arizona Power Authority sold 40 percent of its energy to private 
companies, and similarly the Colorado River Commission resold 33 percent of 
its share. As a result, in 1953 privately owned companies got 31.7 percent of 
all Hoover Dam power in place of the 7 percent as provided in the contracts 
(Hoover Commission, Task Force on Water Resources and Power, report, vol. 
IT, p. 491.) 

ST. LAWRENCE POWER PROJECT 


The FPC license issued in 1953 to New York to develop power from the St. 
Lawrence River provides that the State should make available some of the 
power for use in neighboring States. Article 28 of the license states that a 
reasonable portion of the capacity and of the power should be made available 
“for use within the economic market area in neighboring States” and in the 
event of a disagreement between New York and another State, the FPC would 
determine the applicable amount of capacity and energy to be made available. 
The text of article 28 follows: 

“Article 28. The licensee shall make a reasonable portion of the power capacity 
and a reasonable portion of the power output available for use within the eco- 
nomic market area in neighboring States and shall cooperate with agencies in 
such States to insure compliance with this requirement. In the event of dis- 
agreement between the licensee and the power marketing agencies (public and 
private) in any of the other States within the economic market area, the licensee 
further agrees that the Commission may determine and fix the applicable por- 
tion of power capacity and power output to be made available hereunder and 
the terms applicable thereto: Provided, That if any State shall have designated 
a bargaining agency for the procurement of such power capacity and power 
output on behalf of such State, the licensee shall cooperate and deal only with 
such agency in that State.’ (FPC license to Power Authority of New York 
State, Opinion No. 255 issued July 15, 1953. 

Thus, in event of disagreement, what is a reasonable amount of power, what 
is “the economic market area,’ and what are “neighboring States’ are left to 
be defined by the FPC. 

Under this provision of the license an allocation has been made to 1 State while 
applications from 2 others have been turned down. New York allocated 100,000 
kilowatts to Vermont; but in 1956 when Massachusetts requested 250,000 kilo- 
watts and New Hampshire 100,000 kilowatts, New York turned down these 
requests, indicating that it believes the economic market area was limited toa 
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transmission distance of 150 miles. Both States appealed to the FPC for a final 
determination. Although the Commission set the complaints for hearing, both 
States withdrew the proceedings in advance of that date. 


MISSOURI BASIN PROJECT 


The Department of Interior which is the marketing agency for power produced 
from Corps of Engineers flood control and navigation dams on the Missouri River 
has had to allocate available power among the preference customers in the States 
in the river basin. Power from these dams is marketed under the preference 
provision of section 5 of the Flood Control Act of 1944. 

This problem of allocating the power has been presented in at least two ways: 
First, the direct allocation of power by the Department of the Interior; and 
second, congressional efforts to prevent large quantities of power being sold to 
Nebraska, a public power State, to the disadvantage of other States with fewer 
preference customers. 

In marketing power from Fort Randall, Garrison, Gavin Point, and Oahe Dams, 
the Department of Interior late in 1953 solicited information from preference 
customers in the area on the amount of power they would need by 1958. As a 
result, the Department discovered that preference customers in the area to be 
served asserted that they would need 950,000 kilowatts of firm energy by 1958, 
while only 625,000 kilowatts then would be available. As a consequence, the 
Department had the problem of allocating the available energy among the 
several claimants. 

A total of 531,980 kilowatts was allocated to preference customers, divided 
as follows among claimants in five States: Minnesota, 130,645; South Dakota, 
154,715; North Dakota, 66,275; Iowa, 63,145; Nebraska, 117,300. The remaining 
power was covered by long-term contracts already in existence when the alloca- 
tion was made. 

There are no standards provided by law for allocation between preference cus- 
tomers, where the supply is inadequate to meet the demands of such customers. 
Administrative action taken by the Department indicates a desire to spread the 
power widely throughout the States in the area, but the standards used to do 
this are not clear from the available testimony; for example, Mr. Clinton, a 
departmental representative, stated to a House committee: 

“We got information on the availability of power and the feasibility of extend- 
ing these transmission lines and systems, and all of those factors were taken 
into account, and an allocation was made to each of those customers on that 
basis. Some of them were given 100 percent of their requests, and some of them 
were cut back to 50 percent of their requests” (House Committee on Appropria- 
tions, hearings on public works appropriations, 1956, pp. 333-336). 

The size of the requests of the customers and the ability of the Department 
to serve them were among the factors that were considered, as is evident from 
the following exchange between Mr. Dexheimer, Commissioner of Reclamation, 
and Representatives Magnuson of Washington and Phillips of California: 

“Mr. Magnuson. The Bureau apparently has a substantial amount of disére- 
tion. You could turn down a preference customer if he were so remotely 
located geographically that it was not practical to serve him? 

“Mr. DexHEerMeR. Yes; that is correct, and we had to do that at times. 

“Mr. MaGnuson. Conceivably you could decide that it was not feasible to 
furnish your power to the Nebraska outlets? 

“Mr. DexHEIMER. Yes, sir; but I do not think that it would be expedient for 
us to do so. 

“Mr. MAGNUSON. I am not suggesting that you should. I am getting an 
education on this. I think that is all, Mr. Chairman. 

“Mr. PHILLIPS. Mr. Dexheimer, I just came in when you were saying that 
Nebraska was not required to pay something because they felt that they could 
not pay. Does not that raise a peculiar situation? Nebraska has no State 
debt. In other words, this is on the well-known axiom that to him that hath 
shall be given? 

“Mr. DexHeIMeER. No, sir; we do not allocate our power on the basis of the 
prosperity of the customer, but on the basis of his request for power and our 
ability to serve that customer” (House Committee on Appropriations, hearings 
on public works appropriations 1956, p. 333). 
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The nebulous nature of the standards is further evidence in a later colloquy 
between Representative Magnuson and Mr. Dexheimer in the same hearing: 

“Mr. MAGnuson. I suppose if you had one preference customer right up 
against the source of the power, say 1 mile away, and you had other preference 
customers scattered out at varying ranges around the source of power that you 
would not feel just because that closest cutsomer could use all of the power 
that you should deliver all of the power to that nearest customer, would you? 

“Mr. DEXHEIMER. Normally we would not feel that way, although it would be 
financially the best way to do it. Even if we did feel that way, I do not believe 
Congress would agree that we could do it that way. 

“MAGNUSON. I do not think so either. 

“Mr. DexHEIMER. Therefore, we have to put it into this system for distribu- 
tion in the general area of the power available from these projects. 

“Mr. Maenuson. Is not the answer to Mr. Phillips’ general line of questioning 
this, that you feel you have an obligation to deliver some power to a certain 
area, or to preference customers within a certain area, and that is why you 
give less power to some of your closer customers than they want, in order to 
give some service to those customers farther away? 

“Mr. DEXHEIMER. Yes, sir; that is correct. We feel that we more or less have 
a directive from Congress to make power available to certain areas. The Depart- 
ment has requested the preference customers in that general area to supply us 
with their requirements and anticipated needs by 1958, and to some extent for 
later years, and then we allocate the power on the basis of the power that we 
had available. We think that we have done it as equitably as it is possible to 
do it” (House Committee on Appropriations, hearings on public works appropria- 
tions (1956), pp. 338-339). 

One of the prime concerns in allocating Missouri River power is the fact that 
Nebraska as entirely a public power State might take a disproportionately large 
share of the available energy, to the disadvantage of a State like South Dakota. 
The problem of the claims of South Dakota is especially significant because 
several of the dams are located in that State or on its boundary. When Congress 
has been confronted with this problem it has attempted to meet it in various ways. 

One instance where Congress has been confronted with this problem was the 
appropriation of funds to provide transmission facilities to bring pumping power 
from Fort Randall Dam in South Dakota to irrigators in Nebraska. In January 
1956, the Nebraska Public Power System indicated to the Department of Interior 
that it could use for pumping purposes 55,000 kilowatts of additional power in 
1957. It intimated that for 1958 it would need at least 70,000 kilowatts for this 
purpose, and by 1962 it would require 167,000 kilowatts for pumping (statement 
of Representative A. L. Miller contained in hearings of the House Committee on 
Appropriations, hearings on public works appropriations, 1957, p. 325). This 
would be dump or secondary power in addition to the more than 100,000 kilowatts 
of firm power already allocated to the State. 

A further complication was that the Reclamation Service is apparently willing 
to sell this power in Nebraska as dump energy at 2.63 mills per kilowatt-hour, 
whereas in South Dakota it was selling comparable energy for this purpose as 
secondary power at 3.43 mills per kilowatt-hour (statement submitted by Mr. 
Dexheimer in hearings of Senate Committee on Appropriations, hearings on 
publie works appropriations for 1957, p. 319.) 

In order to make this pumping energy available to Nebraska customers, the 
budget has contained requests for funds to build transmission lines to connect 
Fort Randall Dam with various points in Nebraska. The budget for fiscal year 
1956 requested money to build a transmission line from Fort Randall to Neligh, 
Nebr. Although the House Appropriations Committee deleted the item, it was 
restored on the House floor. The Senate not only approved the item but added 
further funds for the study of the feasibility of another larger line from Fort 
Randall to Grand Island, Nebr. The President, in connection with the 1957 
budget, asked in a supplemental request for $5,500,000 to begin construction on 
the line to Grand Island. The House refused to vote the money and deleted 
the item without requesting the Bureau to go ahead with the other line from 
Fort Randall into Nebraska. The Senate put the item back, but it was deleted 
in conference; and at present no funds are available for the construction of 
these lines. As a result, Congress has blocked the attempt of the Bureau to 
supply such pumping power in Nebraska when this might be to the disadvantage 
of other States (information supplied by Mr. Dexheimer, Public Works Appro- 
priations (1957), p. 316). 
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The conflict of interest between the States of South Dakota and Minnesota 
on the one hand and of Nebraska on the other is evidenced in the following 
colloquy between Senator Thye of Minnesota and Commissioner Dexheimer: 

“Senator Tuye. If you could allocate unrestricted to Nebraska, you have the 
capacity. But there are others that are justly entitled to some consideration 
along the Missouri River; is that the answer? 

“Mr. DexHEIMER. That is correct. And the Interior Department, in its re 
view of the allocations in the Missouri River Basin, decided and changed the 
proposal there, on the basis of what they thought should be the future alloca- 
tions of power to Nebraska. 

“Senator THyr. Suppose you were to construct the 230 and go the full dis- 
tance that was contemplated; from how far up the Missouri River would you 
be drawing the generated current? 

“Mr. DexHEIMER. That is all pooled in a general system within a loop, and 
actually the current would be taken out of that system at Fort Randall, which 
would be the 77 plus 60. 

“Senator Tuyre. But Gavins Point would not generate all of that; would it? 

“Mr. DexHEIMER. No, sir; but it might at times be generating part of it. 

“Senator Tuyre. You would have to draw it from clear up to Randall and 
possibly further up; would you not? 

“Mr. DexHEIMER. With this pooled operation, of course, wherever the water 
is available at the time and the power is needed, that is where the power is 
generated. 

“Senator Trnye. But would that deny South Dakota what its needs might be? 

“Mr. DEXHEIMER. NO, sir. 

“Senator Tyre. Would it deny Minnesota what its needs might be? 

“Mr. DexHEIMER. There again we come against this very delicate problem of 
how you are going to allocate power when there is not enough to go around to 
the preference customers that you are trying to serve. 

Senator Tuyr. Exactly. In other words what is involved in the requested 
transmission down into Nebraska is that it would positively jeopardize the 
drawing off ‘up in the regions of North Dakota and Minnesota; would it 
not? 

Mr. DexHEIMER. “Jeopardize” might not be the right word, Senator. It is 
a question of how much of their anticipated needs you would be able to fur- 
nish (Senate Committee on Appropriations, hearings on public works appro- 
priations (1956), pp. 367-368). 

In the omnibus flood control bill which was vetoed in 1956 and 1958, Con- 
gress by another means attempted to protect the interest of South Dakota in 
power that might be generated at a South Dakota project that has been author- 
ized but not as yet constructed. Discussion of this proposal follows: 


OMNIBUS RIVERS AND HARBORS-FLOOD CONTROL BILL 


The Rivers and Harbors-Flood Control bill passed by Congress in 1956 and 
vetoed by President Eisenhower contained two provisions relative to State allo- 
cation of power. Both of them also were contained in S. 497, introduced in 
the 85th Congress by Senator Chavez (Democrat, New Mexico), and approved 
by the Senate on March 28, 1957. 

The bill in authorizing Bruces Eddy Dam and Reservoir on the North Fork 
of the Clearwater River in Idaho contained the following proviso: 

‘* * * Provided, That with respect to any power attributable to such proj- 
ect an equitable proportion of firm power as determined by the Secretary of 
the Interior, or such portion thereof as may be required from time to time 
to meet loads under contracts made within this reservation, shall be made avail- 
able for use in the State of Idaho: * * *” 

Thus, the Senate approved bill proposed that the Secretary of the Interior 
be required to make a determination of what constitutes an equitable por- 
tion of firm power to be made available for use in the State of Idaho. This 
provision had the effect of modifying the preference clause contained in sec- 
tion 5 of the Flood Control Act of 1944 (the provision under which power from 
Bruces Eddy Dam would be marketed) to the extent of the allocation to Idaho. 
The preference clause would apply in connection with contracts for the sale of 
the power so reserved, within the State of Idaho. 

Relative to the Missouri River Basin flood control projects of the Corps 
of Engineers the bill contained the following proviso: 
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“* * * Provided, That with respect to any power attributable to any dam 
in such plan to be constructed by the Corps of Engineers, the construction of 
which has not been started, an equitable proportion of such power as may be 
determined by the Secretary of Interior, or such portions thereof as may be 
required from time to time to meet loads under contract made within this 
reservation, shall be made available for use in the State where such dam is 
constructed.” 

The dam involved here, without being named, is Big Bend Dam, the only flood 
control dam on the Missouri River that has been authorized but the construction 
of which has not been started. The State involved is South Dakota. The 
objective is to insure that the power produced at this dam shall not all be 
drained off into Nebraska which is entirely a public power State. The com- 
ments concerning marketing of Bruces Eddy power also apply in this situation. 

The Senate Public Works Committee report on S. 497 contains the following 
statement : 

“The committee has added a proviso to the basin authorization for the Missouri 
River providing that an equitable proportion of power generated at dams to be 
constructed by the Corps of Engineers in that plan would be made available 
for use in the State in which such dam is located. The proportion of such power 
would be determined by the Secretary of the Interior. The committee considers 
it equitable that the State in which such power is generated should receive a 
fair share of the power so generated. It notes, however, that in the case of the 
Missouri River, the Big Bend Reservoir, S. Dak., would be the only project to 
which the proposed amendment would be applicable’ (S. Rept. No. 168, 85th 
Cong., Ist sess., pp. 87 and 88). 

The House Committee on Public Works deleted the proviso with the following 
explanation appearing in the House committee report: 

“The committee eliminated the proviso limiting the use of power within States 
where dams are constructed, because it felt that such a policy would not be in 
the public interest. The committee is of the opinion that multiple-purpose 
projects should be operated so as to obtain the maximum benefit to the public 
generally, without regard to State boundaries including the provision of hydro- 
electric power” (H. Rept. No. 1122, 85th Cong., 1st sess., p. 53). 

The Bruces Eddy provision relating to geographical allocation of power was 
also deleted by the House committee but in that case the committee recom- 
mended authorization of planning only so that the question of allocation of 
power was not of immediate consideration. 

In conference the House agreed to restore the Missouri Basin allocation 
language with an amendment indicated in the following statement of the managers 
on the part of the House: 

“The proposed conference substitute contains the provision of the Senate 
bill except that instead of requiring that ‘an equitable proportion’ of such power 
be made available, the proposed conference substitute would require that ‘a 
reasonable amount’ of such power be made available” (H. Rept. No. 1588, 85th 
Cong., 2d sess., p. 27). 

S. 497 was vetoed on April 15, 1958. The veto message raised no objection to 
the power allocation provision, and bills introduced thereafter by Senator 
Knowland (8S. 3686) and Congressman Mack (H. R. 12193), which were amended 
so as to meet the President’s objections, both contain the Missouri Basin power 
allocation provision as agreed to by the conferees of the House and Senate. 


NIAGARA POWER 


Various bills introduced in the Congress to authorize a license to the State of 
New York to generate power at Niagara Falls have contained provisions in- 
volving the allocation of power among States. In the 84th Congress, S. 1823, in- 
troduced by Senator Lehman, and numerous other Senators, and passed by the 
Senate, contained the following provisions with respect to the marketing of 
power : 

“(b) The Federal Power Commission shall include among the licensing condi- 
tions, in addition to those deemed necessary and required under the terms of 
the Federal Power Act, the following: 

“(1) In contracting for the disposition of project power, the licensee (the 
New York Power Authority) shall (A) give equal preference for the purchase 
of such power to (i) counties and municipalities, including their agencies or 
instrumentalities, (ii) departments, agencies, and instrumentalities of New 
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York State, (iii) rural electric cooperatives not organized or administered for 
profit but primarily for the purpose of supplying electric energy to their mem- 
bers as nearly as possible at cost; and (iv) the defense agencies of the United 
States, and (B) make flexible arrangements and contracts for the disposition of 
project power to utility companies organized and administered for profit, with 
suitable provisions in such contracts for the withdrawal upon reasonable notice 
and fair terms of enough power to meet the needs of the foregoing classes of 
preference customers. 

“(2) The licensee shall, if available on reasonable terms and conditions, ac- 
quire by purchase or other agreement, the ownership or use of, or if unable to 
do so, construct such transmission lines as may be necessary to make the power 
and energy generated at the project available in wholesale quantities for sale 
on fair and reasonable terms and conditions to privately owned companies, to the 
preference customers enumerated in subparagraph (1) (A) of this subsection, 
and to the neighboring States in accordance with paragraph (3) of this sub- 
section. 

“(3) The licensee shall make a reasonable portion of the project power avail- 
able for use within economic transmission distance in neighboring States and 
shall cooperate with the appropriate agencies in such States to insure compliance 
with this requirement. In the event of disagreement between the licensee and 
the power marketing agencies of any of such States, the Federal Power Com- 
mission may, after public hearings, determine and fix the applicable portion of 
power to be made available and the terms applicable thereto: Provided, That 
if any such State shall have designated a bargaining agency for the procurement 
of such power on behalf of such State, the licensee shall deal only with such 
agency in that State. With respect to the share of the power so allocated, the 
arrangements made by the licensee for the sale of power to or in such States 
shall include observance of the preferences Nos. (i) and (iii) in subparagraph 
(1) (A) of this subsection. 

“(4) Project power shall be sold and distributed primarily for the benefit of 
the people as consumers, and particularly for the benefit of domestic and rural 
consumers, to whom it shall be made available at the lowest rates reasonably 
possible and in such manner as to encourage the widest possible use. 

(5) In the event project power is sold to any purchaser for resale, contracts 
for such sale shall include adequate provisions for establishing resale rates, to 
be approved by the licensee, consistent with paragraph (4) of this subsection.” 

Paragraph 3 quoted above closely resembles section 28 of the license for the 
St. Lawrence project discussed earlier. H. R. 11477 of the 84th Congress, which 
was reported from the Public Works Committee but not passed, contained the 
same provisions. Also, similar provisions are contained in §. 512 by Senator 
Clark and H. R, 3952 by Congressman Chudoff introduced in the 85th Congress. 

S. 1037, introduced in the 85th Congress by Senator Ives, and a companion 
bill, H. R. 4294, by Congressman Miller of New York, contain the following 
provisions: 

“(e) a provision requiring a reasonable amount of power to be made ayail- 
able within the project’s economic market area in neighboring States to be 
distributed according to their laws; 

“(f) a provision requiring that a reasonable amount of the power available in 
the State of New York and of the power made availble in neighboring States 
under paragraph (e) be allocated for the present and reasonably foreseeable 
future needs of rural electric cooperatives and municipalities in the project’s 
economic market area.” 

Following hearings by the Senate Public Works Committee on §. 512 and 
S. 1037, Senator Kerr introduced, and the committee reported on June 27, 
1958, a new bill, 8S. 2406, containing the following provisions with respect to 
preference and allocation of power to neighboring States: 

“(b) The Federal Power Commission shall include among the licensing condi- 
tions, in addition to those deemed necessary and required under the terms of 
the Federal Power Act, the following: 

(1) In order to assure that at least 50 per centum of the project power shall 
be available for sale and distribution primarily for the benefit of the 
people as consumers, particularly domestic and rural consumers, to whom 
such power shall be made available at the lowest rates reasonably possible 
and in such manner as to encourage the widest possible use, the licensee in 
disposing of 50 per centum of the project power shall give preference and 
priority to public bodies and nonprofit cooperatives within economic transmission 
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distance. In any case in which project power subject to the preference pro- 
visions of this paragraph is sold to utility companies organized and administered 
for profit, the licensee shall make flexible arrangements and contracts pro- 
viding for the withdrawal upon reasonable notice and fair terms of enough power 
to meet the reasonably foreseeable needs of the preference customers. 

“(2) The licensee shall make a reasonable portion of the project power sub- 
ject to the preference provisions of paragraph (1) available for use within 
reasonable economic transmission distance in neighboring States, but this para- 
graph shall not be construed to require more than 20 per centum of the project 
power subject to such preference provisions to be made available for use in such 
States. The licensee shall cooperate with the appropriate agencies in such 
States to insure compliance with this requirement. In the event of disagreement 
between the licensee and the power-marketing agencies of any of such States, the 
Federal Power Commission may, after public hearings, determine and fix the 
applicable portion of power to be made available and the terms applicable thereto: 
Provided, That if any such State shall have designated a bargaining agency for 
the procurement of such power on behalf of such State, the licensee shall deal 
only with such agency in that State. The arrangements made by the licensee for 
the sale of power to or in such States shall include observance of the preferences 
in paragraph (1) of this subsection.” 

The committee report contains the following statement with respect to the 
above provisions : 

“The bill provides that a reasonable portion of the power subject to the prefer- 
ence provisions shall be made available to neighboring States within reasonable 
economic transmission distance, in an amount not to exceed 20 percent of that 
power subject to the preference provisions. 

“If it is assumed that the total potential firm power would be 1,800,000 kilo- 
watts and 50 percent assigned to preference customers, there would be allocated 
900,000 kilowatts to these users. The assignment of 20 percent of the preference 
allocation to neighboring States, would make a total of 180,000 kilowatts avail- 
able for export from the State of New York for preference customers. The bal- 
ance of this block of power would be available to preference customers in the 
State of New York. * * *” (Senate Report No. 539, 85th Congress, Ist Session, 
pp. 7 and 8.) 

A bill containing the same provisions as S. 2406 was introduced in the House 
of Representatives on July 11, 1957, by Congressman Buckley, of New York, and 
was reported by the House Public Works Committee without amendment on 
July 23, 1957. The committee report contains the following discussion of the 
provision relating to allocation of power for neighboring States: 

“There is no disagreement that project power should be made available to 
neighboring States, subject to the determination of disputes by the Federal Power 
Commission. There is disagreement, however, as to the maximum amount of 
project power subject to the preference provisions which should be required to 
be made available. On behalf of such States—Ohio and Pennsylvania—it is 
asserted that the waters of the Niagara River constitute a regional resource rather 
than that of a single State, that power may be transmitted economically for 300 
miles, and that the number of preference customers in the two States far exceed 
the number in New York. On the other hand, on behalf of New York, it is urged 
that the benefits of Niagara power will be dissipated by the cost of transmitting 
it over such distances. It is argued that there is no economic advantage in bring- 
ing Niagara power to coal areas in farwaway sections of Pennsylvania and Ohio 
where steam power is produced much more cheaply than in New York. 

“Sections 1 (b) (2) of H. R. 8643 provides that a reasonable portion of Niagara 
power subject to preference provisions must be made available for use within 
reasonable economic transmission distance in neighboring States but not in ex- 
cess of 20 percent of the power subject to the preference provisions. On this 
basis, if we assume that ultimately the Niagara project will produce some 2 
million kilowatts of firm power, 1 million kilowatts would be subject to the pref- 
erence provisions and 200,000 kilowatts would be available for neighboring 
States. 

“Here also, the committee has concluded that these provisions present a rea- 
sonable basis for settling this aspect of the Niagara project” (H. Rept. No. 862, 
85th Cong., Ist sess., pp. 8and 9). 

This legislation was approved by both the House of Representatives and the 
Senate without change in the power allocation provisions and became law on 
August 21, 1957. 
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HELLS CANYON 


On October 8, 1951 Secretary of the Interior Oscar L. Chapman submitted to 
the Congress draft of a bill to authorize Hells Canyon Dam. The draft was in- 
troduced, as submitted, by Congressman Murdock on October 15, 1951 (H. R. 
5743). An identical bill, 8S. 2812, was introduced in the Senate on March 7, 1952, 
by Senator Morse, with Senators Magnuson, Murray, Lehman, Hill and Kefauver 
as cosponsors. 

Section 3 contained a reservation of “300,000 kilowatts of power and such en- 
ergy associated therewith” for “the upstream areas of the Snake River Basin.” 

H. R. 5743 was the subject of lengthy hearings before the House Committee on 
Interior and Insular Affairs in March and April of 1952. At the conclusion of the 
hearing, the committee tabled the bill. The Morse bill was not considered by the 
Senate committee. 

On April 16, 1953, Senator Morse, with numerous cosponsors introduced an- 
other Hells Canyon authorization bill in the 83d Congress, 8. 1664. Identical 
bills were introduced in the House of Representatives on the same day—H. R. 
4648 by Mrs. Pfost, and H. R. 4649 by Mr. Metcalf. The reservation provision 
was increased to “500,000 kilowatts of power and such energy associated there- 
with,” and provision was made for marketing the power “in accordance with the 
Federal reclamation laws as supplemented by the provisions of section 5 of the 
Flood Control Act of 1944.” The power thus reserved was “for use in the 
Central and Upper Snake River Basin and those parts of the State of Idaho not 
within that basin.” 

No action was taken by the committees in either the Senate or the House on 
this legislation during the 83d Congress. 

On March 8, 1955, Senator Morse, with 29 cosponsors, introduced S. 13833 in 
the 84th Congress. A similar reservation provision was contained in this bill but 
in lieu of the provision for marketing the power in accordance with the Recla- 
mation laws provision was made for marketing the power under sections 1 to 7 
inclusive of the Bonneville Project Act of 1937. 

The Senate Committee on Interior and Insular Affairs reported the bill on 
June 19, 1956. The reservation provision was amended by adding the word 
“firm” after the words “five hundred thousand kilowatts of.’ The Senate 
Committee Report (S. Rept. 2275, 84th Cong., 2d sess., p. 3) contains the 
following statement with reference to this amendment: 

“In section 3, line 16 the word ‘firm’ was inserted on motion of the senior 
Senator from Idaho (Mr. Dworshak) to indicate the class of power reserved to 
the State of Idaho and the central and upper Snake River Basin. 

The Senate Committee Report also contains the following statements with 
regard to section 8: 

On page 2 in discussing the primary purposes of the bill, 

“(5) Assure the maximum public benefit from the power so produced by inter- 
connecting Hells Canyon Canyon Dam and the great Columbia River power 
system, by reserving to Idaho and eastern Oregon 500,000 kilowatts of firm 
power, and by authorizing the sale of such power pursuant to the provisions of 
the Bonneville Project Act affecting transmission, distribution, sale, and rate 
schedules.” 
and on page 16 in discussing the power contribution of Hells Canyon Dam, 

“The low-cost power from the Hells Canyon project would help meet industrial 
power loads in the lower Columbia areas of Washington and Oregon. But fore- 
most, it would make available to, and reserve for, eastern Oregon and Idaho for 
the first time a large block of low-cost power, which could make an important 
contribution to the economic development of this region, especially to the utiliza- 
tion of its vast phosphate reserves located in eastern Idaho and Utah.” 

The bill was defeated by the Senate on July 19, 1956, by a rolleall vote of 41 
yeas to 51 nays. 

Bills identical to Senator Morse’s bill, S. 1333, were introduced in the House 
by Mrs. Pfost, H. R. 4719; by Mrs. Green, H. R. 4730; by Mr. Magnuson, H. R. 
4739 ; and by Mr. Metcalf, H. R. 4740. 

Bill H. R. 4719 was reported by the House Committee on Interior and Insular 
Affairs on June 29, 1956. Section 3 was amended by adding the words “contin- 
uous prime” after the words “five hundred thousand kilowatts of.” 

The committee report, in discussing the purposes of the bill, contains the 
following statement on page 2: 

“(5) Assure maximum economic growth in the central and upper Snake 
River Basins and throughout Idaho by furnishing low cost power to this area, 
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providing flood protection, and by providing financial assistance for the full 
development of the water resources of the Snake River for irrigation purposes. 
(House Committee Rept. 2542, 84th Cong., 2d sess., p. 2.) 

In discussing the engineering aspects on page 3 of the Report, the following: 

“* * * In order to facilitate the economic development of the Central and 
Upper Snake River Basins, the legislation provides that 500,000 kilowatts of 
prime power shall be made available for use in Idaho and the Central and Upper 
Snake River Basin outside Idaho.” 

The report also contains minority views signed by all the minority members of 
the committee with the exception of Congressman Chenoweth, of Colorado. On 
page 13 of the report the minority views contain the following statement: 

“Yet another serious discrepancy appears in the bill in that it provides for 
500,000 kilowatts of continuous prime power for the State of Idaho. This means 
500,000 kilowatts every second of every minute of every hour of every day of 
the year. Unfortunately, the Federal project would produce something less than 
80,000 kilowatts during about 4 months of the year. The source of the additional 
power during this period has not been indicated, nor has its cost to the Federal 
Government,” 

In view of the action taken by the Senate, the House reported bill was not 
brought to a vote. 

Senator Morse, with 27 cosponsors, introduced S. 555 in the 85th Congress 
on January 14, 1957, to authorize construction of the Hells Canyon Dam. 
Section 3 relating to the allocation of power in this bill reads as follows: 

“Sec. 3. (a) In order to facilitate the development of the Central and Upper 
Snake River Basin, and also that of downstream areas, the Hells Canyon 
Dam and powerplant and the Federal Columbia River power system shall be 
interconnected, and 500,000 kilowatts of firm power attributable to the Hells 
Canyon project, or such portion thereof as is required from time to time to meet 
loads under contracts made within this reservation, shall be made available for 
use in Central and Upper Snake River Basin and to all other parts of Idaho 
lying outside the Central and Upper Snake River Basin. 

(b) Electric energy available from Hells Canyon Dam and powerplant and 
the Scriver Creek power facilities not required for the operation thereof shall 
be marketed by the Secretary in accordance particularly with sections 1, 2, 3, 
4, 5, 6, and 7 of the Bonneville Project Act of 1937, as amended (50 Stat. 731), 
dealing with transmission, distribution, sale and rate schedules.” 

Identical bills were introduced in the House of Representatives as follows: 
Mrs. Pfost, H. R. 5; Mr. Ullman, H. R. 2840; Mrs. Green, H. R. 2866; Mr. Porter, 
H. R. 3079; and Mr. Metcalf, H. R. 3848. 

The Senate Committee on Interior and Insular Affairs held a series of hear- 
ings on Senator Morse’s bill on March 6, 7, and 8, 1957, and reported S. 555 
without amendment on May 15, 1957. The committee report contains the fol- 
lowing statement with regard to the power allocation provision: 

“The low-cost power from the Hells Canyon project would help meet industrial 
power loads in the lower Columbia areas of Washington and Oregon. But fore- 
most, it would make available to, and reserve for, eastern Oregon and Idaho 
for the first time a large block of low-cost power, which could make an impor- 
tant contribution to the economic development of this region, especially to the 
utilization of its vast phosphate reserves located in eastern Idaho and Utah.” 
(S. Rept. No. 324, 85th Cong., 1st sess. p 18.) 

The bill passed the Senate without amendment by a vote of 45 yeas and 38 
nays, and has since been pending before the House Committee on Interior and 
Insular Affairs. 

Section 3 (b) quoted above would require the sale of power within the area 
of reservation, defined in section 3 (a), in accordance with the preference 
provisions of the Bonneville Act. Such provisions would give public bodies and 
cooperatives within the reservation area first call on the 500,000 kilowatts of 
firm power reserved by section 3 (a). The remaining power would be avail- 
able for sale to privately owned utilities and industrial customers, except that 
under the provisions of section 5 (a) of the Bonneville Act contracts with 
privately owned utilities would contain provision for withdrawal of power on 
5 years’ notice, if such power is needed to meet the requirements of public bodies 
or cooperatives within the reservation area. In other words, preference cus- 
tomers within the reservation area would have the same protection they now 
have, with the added protection against competition from preference customers 
outside the reservation area, to the extent of the 500,000 kilowatts of firm power 
not committed to industries in such reservation area on long-term contracts. 
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CONCLUSION 


The foregoing summary presents a pattern of legislative and executive action 
where circumstances of a local or regional character require, to make certain 
that consumers of electric energy are given fair and equitable treatment in the 
distribution of Federal power, within the economical transmission distance of 
the source of such power. These circumstances have been varied and the 
remedies tailored to fit the problem. The actions heretofore taken establish 
a firm governmental policy to give full meaning to the often repeated phrase- 
ology in Federal statutes on the subject, to the effect that Federal power shall 
be marketed “in such a manner as to encourage the most widespread use 
thereof consistent with sound business principles’ (sec. 5, Flood Control Act, 
1944—-58 Stat. 887) “for the benefit of the general public and particularly domes- 
tic and rural consumers” (sec. 4 (a), Bonneville Act—50 Stat. 731). 

Mr. Detzety. From the standpoint of your particular bill, Mr. 
Chairman, 8S. 2206, it is my opinion that if we had average cost power 
in the Northwest from any and all sources, and a fair allocation for 
the people of the several States of this low-priced somewhat sub- 
sidized Federal power, that that would be about all we can do for 
industry. 

I cannot believe that any one man or men have the intelligence to 
allocate it wisely. What would be a wise allocation toda might be 
obsolescent tomorrow. It would seem to me better simply to bring 
about procedures that make for equity and then let American indus- 
try in its own historical and inimitable way decide where it will 
locate on the basis of other factors which are far, far more important 
to them than power in the ratio sometimes of 50 to 1, and in other 
eases, like aluminum, in the ratio of 10 to 1. And then I believe 
our city of Eugene, or any community in Oregon, will be on equal 
footing with other communities in the Northwest, and the industry 
could simply locate where the judgment of its directors indicates is 
the wisest place. 

Thank you very much for your patience in carrying S. 2206 along. 

Now I have a very brief statement on S. 3114. 

Senator Neusercer. Mr. Delzell, I wonder if we can’t do this, in 
courtesy to Senator Dworshak. I wonder if we can’t incorporate 
your statement on S, 3114 in the record in full. The staff members 
and I have read it. We can then let Senator Dworshak made his 
statement presentation now. I know his time is limited. We are 
glad to have the distinguished Senator from Idaho with us. I trust 
he will for give us for detaining him prior to the presentation of his 
remarks. 

Mr. Deze. Very well. 

(The prepared text on S. 3114, by Mr. Thomas W. Delzell, is as 
follows:) 

The above bill is sponsored by Northwest Public Power Association and 
proposed certain amendments to the Bonneville Act and other acts of Congress. 
The Northwest Public Power Association has prepared several drafts of the 
proposed Columbia Valley Authority or a regional corporation. The bill as 
submitted is somewhat of an innovation over the previous acts in that it now 
seeks to amend the Bonneville Act and to set up a regional corporation. 

It is the consensus among the power experts in our company that the probable 
maximum hydroelectric power which can be developed economically in the 
Pacific Northwest region is approximately 22 million kilowatts out of a potential 
capacity of in the neighborhood of 35 million kilowatts. The opinion appears 
to be concurred in by the Corps of Engineers in its Information Bulletin on 
a Study of Water Resources Development in the Columbia River Basin, which 
bulletin accompanied its Notice of Public Hearings on Columbia River and 
Tributaries, dated September 28, 1957 (see pp. 5 and 10 and table II). 











456 BONNEVILLE PROJECT ACT AMENDMENTS OF 1958 


As of December 31, 1957, the existing powerplants in the Pacific Northwest 
region had the following capacities : 


Total in kilowatts 


| 
| 
| Nameplate | Peaking 
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Additionally there are, including John Day, 8 Federal hydro plants under con- 
struction with a nameplate capacity of 2,757,500 kilowatts; and over and above 
that the private utilities and various local public power agencies have under con- 
struction 21 hydroelectric plants with a nameplate capacity of 4,515,000 kilowatts. 
Thus, there is a total of 7,272,500 kilowatts of hydro-generating capacity under 
eonstruction at this time, all scheduled to be in operation by December 1965, ex- 
cept the 1,200,000-kilowatt John Day Federal project which is scheduled for 
completion between 1968 and 1971, depending upon Federal appropriations. 

Virtually all of the present installed capacity (9,576,230 kilowatts) is hydro. 
There are only several hundred thousand kilowatts of steam capacity in the 
area. Thus, to be on the conservative side, if we round this off at 9 million and 
add to it in excess of 7 million kilowatts in hydro plants now under construction, 
it is apparent that we have in being or in prospect 16 million kilowatts of hydro 
capacity out of the estimated total of 22 million kilowatts that can be feasibly 
developed. Simple subtraction indicates that the remainder yet to be developed 
is approximately 6 million kilowatts. 

This tremendous construction program, particularly the larger part being 
carried on by the non-Federal interests, represents the greatest hydroelectric 
construction program ever undertaken in any area in these United States. It 
also demonstrates that the various private utilities and local public agencies, 
in cooperation with the United States, can complete the remaining 6 million 
kilowatts without difficulty. Thus, there is no need for a new Federal corporation 
to enter the field with authoritarian powers to do the job that is already well 
along toward completion. 

It will also be observed in the text of the proposed legislation that the proposed 
Corporation will not only take over all of the properties and authority of the 
Bonneville Power Administration but will also assume complete authority over 
all projects having any power development including the present authority 
exercised by the Army engineers, the Bureau of Reclamation, the Federal Power 
Commission, the Comptroller General, Fish and Wildlife Service and any other 
possible jurisdiction of the Department of the Interior, as well as the usual 
budgetary processes of Congress. 

It is also to be noted that the persons to be appointed as Directors of the pro- 
posed Corporation are to be drawn from those who profess a belief in the feasi- 
bility and wisdom of the act. A citizen with generally recognized ability in the 
field of power production and administration might be utterly disqualified, while 
a person of no experience whatever might be chosen. 

In general, the act appears to be socialistic. The history of our own Govern- 
ment shows that it evolved by reason of the oppression of monarchies, dictators, 
and other absolute forms of government. Our Government was formed as a 
government of laws rather than a government of men. Our forefathers, in their 
wisdom, also provided for checks and balances so that no one person or no small 
group could assume too much power or authority over the people and their rights 
to pursue their own course. 

The Federal system was established in such a manner that certain limited rights 
were given to the Federal Government and all other rights were reserved to the 
States. This system has brought this country to the present position as the 
most progressive, most wealthy, and strongest country in the world. Ever since 
the system was started, many attempts have been made to centralize the Govern- 
ment and take away from the States powers which were reserved to the States. 
Furthermore, many attempts have been made to emasculate our system of repre- 
Sentative government by chiseling off pieces thereof and giving arbitrary authority 
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to a small group of individuals. This is not unnatural among humanity, as we 
find many who aspire to exercise arbitratry authority over others; but this selfish 
aspiration is not consistent with the principles of our representative form of 
government. 

The present proposed legislation would place such power in the hands of five 
individuals who ostensibly would believe in this system of socializing segments 
of the country. By this proposed legislation, Congress is asked to surrender its 
own authority over the matter of expenditures, the issuance of securities in the 
name of the Government, and all other controls except such as are passively sug- 
gested in the act, whereby reports are made to Congress and if no objection is 
made thereto, the proposals, plans, and activities of the proposed Corporation 
would be deemed to be authorized. With Senators and Congressmen extremely 
busy, it would be most difficult to search for and properly control objectionable 
features of proposals and activities of the authority, under such a system as 
provided in this legislation. 

The proposed legislation seeks to assume full authority over all the waters 
of the area. However, the primary function of the proposed Corporation appar- 
ently would be that of producing and distributing electric power. Under the 
present system, the other benefical uses of water, such as irrigation, reclamation, 
preservation of fisheries, and recreational uses would be fully affected by the 
proposed legislation. Yet, the arbitrary authority of the Directors of the Cor- 
poration would probably leave these other beneficial uses far in the background, 

The preference provisions of the present Bonneville Act are not repealed or 
modified. The Corporation ultimately would be expected to take over and operate 
all the presently constructed Federal projects, all the Federal transmission system 
and all future Federal projects, and would have authority under the act to take 
over all projects, whether of private utilities or utility systems of public agencies. 
However, the act does not in any manner provide that the Corporation shall 
have a utility responsibility of providing the necessary power for the area. If 
the proposed Corporation is presumed to have a utility responsibility for the area, 
there would be no logic in leaving the preference clause in the Bonneville Act as 
proposed in this legislation. 

To visualize such a Corporation, with arbitrary and authoritarian power, 
including the right of eminent domain, and without any congressional controls 
over the budgets and expenditures of such Corporation, or the issuance of 
securities thereby, with no checks on construction problems such as now given 
by the able Corps of Army Engineers, with no control over the cost allocations 
or power rights such as now given by the review of the Federal Power Com- 
mission, one readily senses that such Corporation would be left to its own 
devices without adequate supervision of the representatives of the people in the 
area. There would be no service to the public over and above that which is 
already rendered by existing agencies. 

The people in the area would have no choice in the selection of directors and 
would meet with nothing but arbitrary determinations by the directors whose 
appointments are far removed from any choice by the people of the area. Even 
the authority of the respective States in the area to control and regulate the 
use of waters would be curtailed and superseded by this proposed corporation. 
If the proposed act is legally sufficient under the United States Constitution, 
the rights of the States in determining and supervising water uses are corre- 
spondingly curtailed or emasculated. 

It is respectfully submitted to this committee that the present arrangements 
for the development of additional hydroelectric power in the Pacific Northwest 
are adequate. Insofar as the distribution of the federally generated power by 
the Bonneville Power Administration is concerned, there is need for equity in 
the allocation of this power so that all of the people in the Northwest may bene- 
fit. This has been previously covered by my testimony with respect to S. 2206. 
This equitable distribution of Federal power, however, can be achieved by a 
simple amendment to the Bonneville Act, and it is to be noted that this meas- 
ure under consideration, S. 3114, in no way attempts to establish equity in 
this regard, but on the contrary, would aggravate the discriminatory conditions 
which now prevail. It is respectfully suggested, therefore, that your commit- 
tee not approve this legislation. 


28333—58——30 
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STATEMENT OF HON. HENRY C. DWORSHAK, UNITED STATES 
SENATOR FROM THE STATE OF IDAHO 


Senator Dworsnaxk. Thank you, Mr. Chairman. I feel well re- 
paid for taking the time in listening to the statement before your 
committee. 

As I have said on many occasions, the paramount problem confront- 
ing the Columbia River Basin and the States therein, is the maxi- 
mum comprehensive and equitable development of our water re- 
sources, and the distribution of the benefits accruing therefrom to the 
States in the Basin. 

I do not have any intention at this time of making any extended 
eomments on S. 3114, but I find it necessary to advise your committee 
that, in Idaho, there is a profound feeling that until such time as we 
ean negotiate an interstate compact affecting these resources and 
water rights, little progress can be made. 

We are doing fairly well in the basin with the Northwest Power 
Pool, and the public, Federal, private development of power. I think 
greater progress can be made if we can consummate an interstate 
compact. 

I should like to present for the record at this time, Mr. Chairman, a 
few telegrams—I shall read 2, representing large groups of Idaho 
citizens—indicating the apprehension which prevails in our State over 
the possibilities if S. 3114 should be ianeied, with 5 full-time direc- 
tors supervising these developments in the basin. 

It is possible, under the provisions of the bill which provide that 
not more than 2 directors at any one time shall be appointed from 
among the residents of any one State, for Oregon to have 2 directors, 
Washington to have 2 Senators, Montana to have a director, and of 
course Idaho, as the State which furnishes most of the water for the 
lower-basin development, to actually have no representation of the 
Board of Directors. 

Senator Neupercer. May I ask you this question at that point, 
Senator: It also would be possible, of course, for Idaho to have 2 
directors and Oregon to have none. Is that not correct? 

Senator Dworsuaxk. Yes. I was going to mention that. But of 
eourse, in Idaho we are very fairminded and to insure cooperation 
certainly would not want 2 directors if there are only 5 directors. 
Certainly with 7 States in the basin, and 5 of them interested to a 
large extent in the development, I would not want any State to have 2. 

I recognize that populationwise Oregon and Washington far ex- 
ceed the other States. But insofar as water resources are developed, 
I do not think we should make any distribution or have long-range 
planning on the basis that States which have the largest population 
should have a greater influence and interest in the development of 
these resources. I think that is a paramount question. 

Senator Nrupercer. May I ask you a parallel question to that? 
Would the bill be more acceptable to you if it were amended to pro- 
vide that each of the 4 States in the Columbia Basin had to have at 
least 1 member on the Board of Directors? 

Senator Dworsuak. Obviously that would be more equitable. But 
the fact that that isn’t provided in the original bill reflects the failure 
to give adequate consideration to the need of having an equitable 
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distribution of these benefits, as would necessarily result from an 
interstate compact. This in my estimation emphasizes the need of 
having a compact, because otherwise we would be faced with many 
problems which would be magnified greatly. 

Mr. Chairman, I want to read at this time a telegram which I re- 
ceived from Mr. Fred M. Cooper, president of the Idaho State Recla- 
mation Association, which held its annual meeting last week in Idaho. 
This is a telegram I received from Mr. Cooper, who requests that I 
place it in the record of these hearings. 


Following telegram was sent today to chairman of Senate Committee on 
Public Works: 

“Following resolution adopted today at annual meeting of Idaho State Rec- 
lamation Association : 

“*Whereas there was introduced on January 23, 1958, by Senator Neuberger, 
of Oregon, and others, a bill, S. 3114, entitled “A bill to amend the Bonneville 
Project Act in order to establish the Columbia River Development Corpora- 
tion;” and 

“*Whereas this bill proposes to set up a corporation in the Northwest with 
far-reaching powers for the construction, operation, and development of water 
resources projects on the Columbia River and tributaries, including the Snake 
River in Idaho and its tributaries; and 

“*Whereas it would duplicate and in some instances supersede authority 
reposing at present in existing Federal agencies such as the Bureau of Reclama- 
tion, United States Corps of Engineers, and Federal Power Commission, and 
would have veto power on any projects authorized or recommended by such 
agencies or by any private agencies; and 

“Whereas 8S. 3114 is another in a series of legislative proposals which 
threaten our rights, including water rights; and 

“Whereas the establishing of such a corporation is a thinly disguised sub- 
stitute for a valley authority, and, in effect, would constitute a form of Colum- 
bia Valley Authority ; and 

“*Whereas the Idaho State Reclamation Association, with a membership 
of approximately 140 irrigation districts and canal companies in the Snake 
River Basin in Idaho with approximately 2 million irrigated acres, has repeat- 
edly gone on record as opposing any and all types of valley authorities and 
wants no part of turning control of our resources over to any central authority : 
Now, therefore, be it 

“*Resolved, That the Idaho State Reclamation Association, at its annual 
meeting in Twin Falls, Idaho, on May 19-20, 1958, is unalterably opposed to 
8S. 3114 or any similar proposed legislation and urges the Idaho congressional 
delegates to work aggressively for its defeat ; and be it further 

“ ‘Resolved, That a copy of this resolution be transmitted to the chairman of 
the Senate Committee on Public Works and to the Members of the Idaho dele- 
gation in Congress.’ 

“Please have this telegram inserted in the record of the hearing on S. 3114 
commencing before your committee on May 21, 1958.” 

Would appreciate if you would make sure that this resolution is inserted in 
the record of the hearing on S. 3114 starting May 21. 

(Signed) FrRep M. Cooper, 
President, Idaho State Reclamation Association. 


Mr. Chairman, I shall also read another brief telegram which I re- 
ceived this morning from L. B. Martin, president of the Idaho Farm 
Bureau Federation, which has approximately 18,000 members in the 
State of Idaho. The telegram follows: 


Idaho farmers are opposed to Senate bill 3114 by Senator Neuberger: of Ore- 
gon. sill contains provisions that could be irreparable damage to Idaho in- 
dustry and agriculture. Idaho could be left entirely out of the Board of 
Directors. Local needs could be ignored. Idaho has nothing to gain and 
everything to lose from this legislation. Hearings now being held; urge you 
act accordingly. 
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There are several other telegrams which I should like to have in- 
serted in the record at this point from officials of private companies 
in northern Idaho, who apparently are alarmed over the possible 
effect of legislation like S. 3114. 


(The telegrams follow :) 
KELLOGG, IpAHoO, May 21, 1958. 
Hon. HENRY DWoRSHAK, 
United States Senator from Idaho, 
Senate Office Building, Washington, D. C.: 

In my opinion there are a number of questionable provisions in S. 3114 to 
establish a Columbia River Development Corporation and the bill should be 
opposed. While apparently providing for coordination in the development of 
Pacific Northwest power resources the proposed legislation increases present 
discriminatory distribution of power by extending preference and priority for 
public power agencies thus handicapping areas and individual customers served 
by private utilities. 

THE BUNKER HItt Co., 
W. G. Woorr, Vice President. 


WALLACE, IDAHO, May 20, 1958. 
Hon. Henry C. DWORSHAK, 
United States Senate, 
Washington, D. C.: 

Strongly opposed to S. 3114 to establish Columbia River Development Corpo- 
ration. It would promote discriminatory power distribution and bring exist- 
ing Federal dam projects under the control of the new Federal agency. 

The bill is merely another step toward further socialization of our people. 

Hocia MINING Co., 
L. J. RANDALL, President. 


CoEUR D'ALENE, IpAnHo, May 20, 1958. 
Hon. Henry C. DworsHAK, 
Senate Building, Washington, D. C.: 

I believe those who wish to socialize our Nation are behind S. 3114 and as 
usual are using the public-power issue as a tool to gain their objective. I urge 
you to use all influence at your command to get this unfair and dangerous bill 
permanently shelved. 


Respectfully, 2, i 
4. L. GARDNER. 


WALLACE, IDAHO, May 20, 1958. 
Hon. Henry C. DworsHAK, 

Senate Office Building, Washington, D. C.: 

Neuberger’s S. 3114 would establish a Columbia River Development Corpora- 
tion with unlimited powers which are questionable on constitutional grounds. 
I am unalterably opposed to the expenditure of Federal funds on hydroelectric 
projects in Pacific Northwest unless private capital unwilling or unable to do 
the job. This bill is merely widespread socialization of our power facilities 
with right of discriminatory distribution. We need no more Federal agencies 
to promote power projects. 

Day MINEs, INC., 
Henry L. Day, President. 


WALLACE, IpAno, May 20, 1958. 
Hon. HENRY DworsHAK, 
United States Senator from Idaho, 
Senate Office Building, Washington, D.C.: 

We are unalterably opposed to S. 3114 which would establish a Columbia 
River Development Corporation. 

The existing preference provisions in the marketing of Federal power are 
wrong in the first place and discriminate against most of the citizens of Idaho. 
S. 3114 would only further this injustice. 
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Investor-owned companies are willing and able to develop our water resources 
and should be encouraged to do so. 

WALLACE CHAMBER OF COMMERCE, 
Bert VAN CAMPEN, President. 

Senator Dworsnuak. I have no desire to make any comments on 
behalf of myself. I have not given careful study to this legislation. 
I understand that no effort will be made to report out a bill “for Sen- 
ate consideration during this session. I may be in error in referring 
to that procedure. But I am sure that with a full calendar ahead in 
the remaining weeks of this session, it is unlikely that such a highly 
controversial piece of legislation as S. 3114 apparently is would re- 
ceive the careful scrutiny and study and attention which it deserves 
during this session. 

May I ask the chairman if there is any plan to report out the bill? 

Senator Nrusercer. It was specifically announced, Senator, that 
these hearings were merely for the purpose of gathering views, infor- 
mation, data, advice, opinions preparatory to, during the interim be- 
tween the sessions, putting it in final form as a committee print, so 
starting in January and February we will have a bill which may per- 
haps then be ready for committee consideration. 

There is no intent at this time to present a bill to the committee or 
to the Senate for legislative action. 

Senator Dworsnax. That is my understanding, as corroborated by 
you, Mr. Chairman, and, therefore, I shall withhold any further com- 
ments until a later date. 

I want to thank you for the opportunity of testifying. 

Senator Neupercer. We thank you for coming. 

[ would like to say this: We would value any ; suggestions or recom- 
mendations you would have as to how this bill might be made more 
acceptable to you and your constituents. I think that you and I, 
coming from the Pacific Northwest, must realize that our region has 
many great problems. Certainly our two States have not shared in 
what you would call the vast expansion in per capita income in the 
Nation in recent years. What the reason may be, you and I might 
disagree on, and many of our constituents might disagree on. But I 
do believe that the efficient and effective and coordinated use of the 
water resources of the Columbia Basin certainly is a key to a part of 
our problems. That is the whole purpose of this bill, to try to work 
out some effective means of administering and developing those re- 
sources. And it is not our intention to stuff : anything down anybody’s 
throat, and that is the reason why we are trying to vet all the opinions 
possible. 

Senator Dworsuaxk. Mr. Chairman, I am sure that during the re- 
cess period all of us will have an opportunity to confer with con- 
stituents, to discuss the various problems and hearings on this bill, 
and undoubtedly by next January we shall have a more accurate and 
more complete understanding of this proposal. 

Senator Neveercer. I want to call one memorandum to your at- 
tention. I was holding it here to include in the record following our 
questioning of Mr. Deizell. I will put it in at this time because I 
would like to read one sentence from it. 

I have received an endorsement of this legislation from Mr. Wil- 
liam Niskanen, of Bend, Oreg., who is chairman of the Oregon Re- 
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publican Power Policy Committee. He is submitting this endorse- 
ment on behalf of the Republican Party of the State of Oregon. 
Toward the end of his statement appears this one sentence with respect 
to the proposed regional corporation : 


It would not create an “authority” over the economic destiny of the region. 


I will ask that Mr. Niskanen’s statement on behalf of the Republi- 
can Party of Oregon appear in the record in full. 

I call that to your attention, that a rather key official of the party 
with which you have been so illustriously associated in your public 
career, does not believe that this bill would create an authority over 
the economy of the region. 

I want to assure you that there are some views which are ditlerent, 
and that they come from what might be called a rather conservative 
political source. 

Senator Dworsuaxk. I am glad to get that assurance, Mr. Chairman, 
although I am sure that any Republicans in your State who might 
speak out on this are more or less in eclipse at this time, and so 
probably would not. 

[ Laughter. | 

Senator Neupercer. I might say, Senator, that perhaps they are 
trying to emerge from eclipse. 

Senator Dworsuak. If so, they are certainly displaying poor judg- 
ment, so far as I am concerned, in trying to surpass the incumbent 
party officials in this particular program. 

Senator Neusercer. Thank you so much for being with us today, 
Senator Dworshak. 

(The statement of Mr. Niskanen follows: ) 


STATEMENT OF WILLIAM NISKANEN, CHAIRMAN, OREGON REPUBLICAN POWER 
PoLticy COMMITTEE 


The Republican Party of Oregon endorses and approves, in principle, the con- 
cept of a regional Federal corporation to sell the power produced at Federal 
hydroelectric projects in the Pacific Northwest and, through sale of revenue 
bonds, to finance the construction of additional authorized Federal hyroelectric 
power projects. Such a Federal corporation would supplement the hydro-powex ' 
development programs of existing public and privately owned agencies, provide 
transmission lines to load centers, and, as far as practicable, assure an equitable 
distribution of the benefits of federally produced power among all the citizens 
of the region. 

The regional corporation would be concerned only with the planning, develop- 
ment, generation, transmission and wholesaling of hydroelectric power. Exist- 
ing agencies would continue to be responsible for the planning and development 
of water resources for all purposes other than power. The regional corporation 
would coordinate its planning for hydroelectric power development with all in- 
terested agencies to assure the full and properly balanced economic utilization 
of water resources. 

Authorized multiple purpose projects for water resource development would 
be built and operated by existing agencies and the regional corporation would 
participate in financing that portion of the construction cost allocated to power 
and would dispose of the power developed. The regional corporation would be 
subject to the provisions of the Government Corporation Control Act, its opera- 
tion would be directed by the Congress and appropriately controlled by existing 
regulatory bodies. 

Such a regional corporation would supplant no existing agency, other than 
the “temporarily” established Bonneville Power Administration; it would not 
interfere with developments for irrigation, navigation, flood control, water sup- 
ply, recreation, fish and wildlife, and other beneficial purposes; it would not 
eliminate healthy competition between private power companies and public 
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power agencies ; it would not create an “authority” over the economic destiny of 
the region. 

However, it would assure orderly progress on authorized Federal projects in- 
volving production of hydroelectric power and would provide a fair distribution 
among all citizens of the benefits of Federally produced power. 


Wo. NISKANEN, 
Chairman, Republican Power Policy Committee (by Approval and Au- 
thority of Jim Short, Chairman, Republican State Central Committee). 

Senator Neusercer. Mr. Delzell, would it be agreeable if we asked 
you some questions stemming from your statement to us, as we have 
included in full in the record your statement on S. 3114. 

Mr. Deuzei. It would, Senator. Having talked so long I would 
like to make one simple point on 8. 3114. 

Senator Neupercer. Certainly. 

Mr. Deuzevy. I think a great many of the people who are sincerely 
for this bill in the belief that it is necessary to bring about an ade- 
quate power development in the Pacific Northwest, have overlooked 
one or more significant facts. Although we have the greatest hydro- 
electric potential in the Northwest of any area in these United States, 
variously estimated in excess of 35 million kilowatts, the Corps of 
Engineers, as I have pointed out in my statement, feel that the eco- 
nomic limit of feasible hydroelectric dev elopment is in the order of 22 
million kilowatts. Presently, as my testimony has shown, we have 
in being or under construc tion hydroelectric plants that, will aggre- 
gate approximately or slightly in excess of 16 million kilowatts. That 
leaves 6 million kilowatts to go. 

We have under construc tion 2,700,000 by the Federal Government, 
414 million by non-Federal] interests. 

It seems to me clear that with a little encouragement and time there 
will be no difficulty at all in constructing this additional 6 million 
kilowatts, or plus, if you please, by the existing agencies alone and 
in coopel ration with one another, or in cooperation with the United 
States, without the necessity of having a regional corporation of the 
far flung authorities which this bill presently would give to it. 

Senator Neusercer. Thank you very much, Mr. Delzell. 

I would first like to ask a few questions about your attitude on S. 

3114. I want to say candidly I am rather disappointed that your 
company does not endorse S. 3114. Perhaps you may wonder why, 
when Mr. Kinsey Robinson was on the stand yesterday, I asked him 
certain questions about a rather unfortunate report that certain pri- 

vate utilities issued in 1946 predicting a great surplus of Columbia 
River kilowatts which the Federal system would not be able to market. 

This report of course was completely false in its prophecy. One 
reason I asked about that is this—in fact, there are two reasons, I 
should say: First, as I recall, your own company did not participate 
in that report, although all ‘other major private companies in the 
region did so; is that correct or incorrect? 

Mr. Deuzetu. It is correct that we did not participate in any 
such report. I can’t vouch for how many others did. 

Senator Neusercer. I believe you were the only private utility of 
any size whatsoever that did not participate in it. And it was my 
hope that you would not participate in the rather blanket criticism 
that Mr. Robinson voiced yesterday of S. 3114. 
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Secondly, the reason I brought up that unfortunate report of some 
12 years ago was the fact that I wonder if many of you in the utility 
industry just don’t sort of by reflex action condemn almost any new 
proposal for a governmental agency or entity in the power field. 
Last night when I got home, largely as a result of Mr. Robinson’s 
testimony I got out Gifford Pinchot’s autobiography, Breaking New 
Ground. He reviews in there how the private utilities opposed the 
United States Forest Service, because it had certain jurisdiction over 
headwaters of many of the great hydroelectric rivers; how the utility 
industry opposed the creation of a Federal Power Commission on 
which it now leans so heavily, and so on. 

I just wonder if, for example, on page 3 of your statement, where 
you say in general the act, meaning S. 3114, “appears to be social- 
istic,” if that isn’t a rather hasty judgment about a bill which is 
rather a mild bill and which Mr. Jourolmon himself said yesterday, 
after his long experience in the TVA and in Bonneville, that this 
was a very long distance from a valley authority; is not that a rather 
hasty judgment on the bill ? 

Mr. Dewzett. Well, perhaps, but I think not, Senator. My expe- 
riences are different than Mr. Jourolmon’s, and perhaps more varied. 
I am simply as a citizen constitutionally opposed and inherently op- 
posed to the granting of power to men or groups where it can be 
avoided. It wasn’t I, but a much more able man, Lord Acton, I 
believe, who indicated that the possession of power tends to corrupt, 
and absolute power tends to corrupt absolutely. 

I believe this bill is unnecessary. It might have been more nec- 
essary 7 or 8 years ago but not at this juncture. I am apprehensive 
as a citizen over a departure from a government of laws to a govern- 
ment of men. I simply don’t believe in it. I have to be convinced. 
And as far as “socialistic,” that is a strong word that I usually try to 
avoid. But it was there in the statement. I looked it over, and I 
thought, “I will ride with it.” 

The statement was prepared by Mr. Clarence D. Phillips, our 
counsel. I switched the beginning, I switched the ending, and I 
subscribed to the leading portions. I believe that socialism occurs 
when the people acting through their government choose to take 
possession of the means of production and distribution of a given 
commodity; that is really what it boils down to. And this, in my 
opinion, would be exactly that. It would be an all-powerful corpora- 
tion with powers of eminent domain, and under court decision would 
in effect mean the usurpation of the power development in the North- 
west to the exclusion of the checks and balances that I believe in so 
firmly and which the Founding Fathers put in our Constitution. 

Senator Neupercer. I don’t believe this act is socialistic in its pro- 
posal. I have learned very little, I suppose, in my life, but one of 
the things I have learned in the 3 years I have been here is that 
extreme statements are rarely justified, no matter who makes them, 
and that they rarely come true. 

I have heard predictions on the floor of the Senate that if this or 
that bill were passed by the Senate that American boys would be fight- 
ing somewhere in 90 days or 120 days or 6 months or soon. Happily, 
those predictions have not come true. I have reviewed the predictions 
made leading Portland businessmen who came back to Washington 
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in a caravan in 1937 to oppose the provisional act under which Bonne- 
ville has operated ever since then, and if you will read some of those 
predictions you will find that they ‘didn’t come true. 

The only thing I want to say is this, and it is not my purpose to 
lecture you because you are far more experienced in utility manage- 
ment and development than I am, but it would be my hope that your 
company, which has been quite progressive in many fields, could per- 
haps in the interim between now and, let’s say, the fall, review S. 3114 
again and perhaps make some specific suggestions for amendment 
which would be reasonable and might lead to a better modus operandi 
or agency for water-resource development in the Columbia Basin. 
We would value any of your suggestions. It is possible that the bill 
which we finally emerge with could contain some of them. 

I wish you, perhaps, might review that again. I regret the fact 
that the utility industry has condemned the bill so out of hand because 
I think it needs a lot of changes. But we might emerge with some- 
thing that would be of benefit to private utilities, to public utilities, 
and the general public in the Northwest. 

Mr. Deuzeti. It might be done, Senator. Certainly we will give it 
our thought. I have discussed it with my friend here behind me, 
Herbert Lundy, as long ago as 8 years, when we were in Pensacola on 
a trip together. But, basically, unless I completely change my think- 
ing after my 57th birthday , 1 just believe that a bill prepared by me, 
if ‘it is revised at all, will hardly be recognized by the author. 

I do not believe in authoritarian concepts of control in our Govern- 
ment. We should have voluntary associations. I pride myself on 
having tried to the best of my ¢ ability, and I am continuing to try, to 
be a factor in the Northwest to bring about a better understanding 
between the three groups that are responsible for the electric power 
service. I have tried to stay away from extremes. If there are any 
extreme statements in here, Tam sorry about that. It is not consistent 
with my character. But I have pointed out, for illustration, we have 
an example to follow of voluntary cooper ation on the John ‘Day bill. 
There we endeavored to have a concept as broad as I could make it, 
and I was the principal sponsor, if you please, where the public agen- 
cies, the co-ops, the private utilities, the State Power Commission of 
Washington, could come in as their interests may appear, and finance 
a Federal project, to be owned, operated, and constructed by the Fed- 
eral Government. 

We even got far enough along to where we got a gentleman’s pledge 
of $300 million out of the Prudential Life Insurance Co. and Metro- 
politan. That would have been a voluntary association. It would 
have created equity because two-thirds of the customers would have 
been in Oregon. It is that type of bill, if you please, that I think 
might have some real merit. 

T just shy away by heredity and by all my thinking from convey- 
ing to men power over other men. I don’t like it. I don’t have 
to remind you, we have had two wars in my lifetime and yours, against 
governments which put their emphasis upon men rather than a gov- 
ernment of laws. We are having a struggle right now with the next 
greatest power on the same basis. 

I think, and I mean it very sincerely, that God help America, and 
God help the Congress, or the people acting through it, if they attempt 


— 


466 BONNEVILLE PROJECT ACT AMENDMENTS OF 1958 


to solve their problems by acting through the procedures of those who 
seek to destroy us. We have to approach it on a different basis and 
get clear away from the authoritarian concepts. Clear away from it. 

A corporation should not override the authorities, the Federal 
Power Commission, Corps of Engineers, and the Bureau of Reclama- 
tion, or the Congress. It should be subservient to them, to State 
laws, and to Federal laws. It should not regulate but should be 
regulated by. 

Senator Neupercer. Mr. Delzell, you will recognize that there are 
many people in the region who predicted that the Bonneville Power 
Administration was given too much authority when it was created ? 

Mr. Devzetxi. That is right. 

Senator Neupercer. Those predictions are contained in Senate and 
House hearings. 

Mr. Deuzeti. That is correct. And to a certain extent that was 
true. The Bonneville Power Administration is a group of fine people. 
They are handicapped, of course, by a law which requires them to be 
arbitrary, and requires them to he discriminatory. That part of the 
law is most unfortunate. 

Senator Nevsercer. What proportion of the total PGE generating 
capacity—not generating capacity, but what total proportion of your 
energy that you sell comes from Bonneville Power Administration ? 

Mr. Deuzetxi. Last year and for a few years prior thereto, and cur- 
rently, we are buying about 80 percent of our power requirements. 

Of that 80 percent, 1 would estimate 80 percent comes from Bonne- 
ville, or 64 percent. 

In view of the fact that this power is to be withdrawn from our 
customers, not from us—we are expendable—we are presently engaged 
in securing long-term power supplies from other sources, and today, 
if you please, on what I will call a pro forma basis, looking forward 
to 1965, we are self-sufficient. When this power is withdrawn from 
us, we can take care of our present loads. However, we still have 
the problem of taking care of load growth between now and 1965. : 

Senator Nevusercer. In other words, if sometime between 1962 and 
1964 much of your energy from Bonneville is withdrawn, you will 
have sources of energy to take care of your present customers; is that 
correct ? 

Mr. Dexzeiy. That is correct. Through dams at North Fork and 
Pelton and through purchases on a 50-year basis, in the main, of quan- 
tities of power from the Chelan PUD and Grant County PUD that 
will aggregate between 430,000 and 512,000 kilowatts. 

Senator Nevsercer. I want to talk to you about the preference 
clause because that ties directly in with this, and of course such a bill 
as finally emerges from S. 3114 will either have the present preference 
clause, no preference clause, or a modified preference clause, and that 
is keyed to much of your testimony before us which gave your views 
with respect to that. 

You also cited in your testimony precedents for some modification | 
of the preference clause on a geographic basis. I believe you recom- 
mended to us that the preference clause be modified to provide for | 
equitable distribution among the States of the Federal generating 
capacity; is that correct? Is that what your recommendation was 
in substance ? 
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Mr. Derzeiti. I recommend a fair and equitable allocation among 
the States, and let the preference clause operate within that allocation. 

Senator Neusercer. That is what I want to make clear with you. 
You have cited, in communications that you have written to me and 
in conversations that you and I have had and in your testimony here 
today, precedents for this. You are aware that in those precedents, 
where power has been reserved for individual States, such as in the 

roposed Hells Canyon bill for Idaho, in the Hungry Horse Act for 
i caeens and in the Case amendment to the rivers and harbors bill 
for South Dakota, that within those reservations the preference clause 
would still apply. You have no doubt in your mind about that, do 
you? 

Mr. Detzett. I have not. As a political factor, I have none. 

Senator Nrupercer. In other words, you may have seen the col- 
loquy I had on the Senate floor with Senator Case about that so that 
the facts would be very clearly established. In South Dakota in 
the Missouri Basin any power that was allocated to South Dakota, 
which, like Oregon, is a State predominantly served by private utility 
companies, still would be subject to withdrawal by a rural electric 
cooperative, for example, operating in South Dakota. You are aware 
that Senator Case made that clear in his discussion with me. 

Mr. Deuzetu. I read the statement and I am aware of it, yes. 

Senator Neupercer. So if your proposal were adopted to the pref- 
erence clause, whether a simple amendment or added to the general 
corporation legislation, you would be aware that this fair and equit- 
able allocation among the States still would leave the preference 
clause to operate within the geographic limits of each State? 

Mr. Detzett. That is my proposal. 

Senator Neusercer. That is your proposal ? 

Mr. Devzeti. That is correct. 

Senator Neusercer. In other words, you want a fair and equitable 
distribution to the State of Oregon. If I am not mistaken, the Priest 
Rapids legislation authorizes equitable distribution among the neigh- 
boring States, something like that, if I am not mistaken? 

Mr. Devzeti. That is correct. 

Senator Neupercer. You would want fair and equitable distribu- 
tion within the State of Oregon ? 

Mr. Deuzeti. And the other affected States. 

Senator Neunercer. And the other States. You particularly men- 
tioned the State of Oregon. But all the States of the basin. Then 
you recognize the fact that within the State of Oregon, let us say, the 
Lane County Rural Electric Cooperative would have a superior claim 
to that energy than the Portland General Electric Co., within the 
State of Oregon. You are reconciled to that. 

Mr. Deze. I am reconciled to it as a political fact of life. 

Senator Neusercer. The reason I am going over this with you for 
the record is because the time will come when there will be 12 or 13 
men around this table considering this legislation, I believe, and 
undoubtedly this preference clause will be a very predominant part 
of that discussion. 

Inasmuch as you have cited in your testimony the precedents for 
geographic allocation I want those men to know, when they turn to 
this hearing record, that you have recognized the fact, and are recon- 
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ciled to it, as you say, that within these precedents that you have cited 
the preference clause still prevails inside each of those States. 

Mr. Deuzeti. That is the way I would have it. I like the phrase, 
if you please, “fair and equitable” much better than I do “geographi- 
cal allocations.” I cite—and you can refer to it in the testimony, my 
statement—the Hoover Dam situation. There the dam abuts upon 
Nevada and Arizona. 

Senator Neusercer. Three States, isn’t it ? 

Mr. Deuzetu. No, just two. 

Senator Neusercer. Yes, I guess it is. 

Mr. Dewzexx. California does not contribute one drop of water to- 
ward the flow of the Colorado River at that juncture. Yet on the 
basis of need and population, in the final allocations, California re- 
ceives 65 percent, the other 2 States divide it 1714 percent each. 

I think our State, within the legal meaning of that term, and the 
other States also, would be benefited by having a fair and equitable 
allocation, where you would take into account the site location, of 
course, whether it be Idaho, Hungry Horse, or whatnot; also popula- 
tion, needs, and all the other factors that are relevant, exactly as the 
court proceeds on a fair and equitable determination of, for illustra- 
tion, with respect to the reorganization of Portland Electric Power 
Co., where I worked on it for 8 years. It has a meaning. 

I am not espousing geogr aphic: al allocation as such because there 
I am quite frank to say our sister State to the north would benefit 
more than we would. But I want the record to show that even on 
a geographical allocation, where we got let us say one-half of the 
power from the plants along the interstate streams, got all the power 
from the Willamette Valley projects within the State, we would be 
infinitely better off than we will be under the terms and provisions of 
the Bonneville Act of 1937. 

Senator Neupercer. You do prefer “fair and equitable” to any 
hard and fast allocation of a specified block of power such as 500,000 
kilowatts or whatever it might be? 

Mr. Detzetu. I do, and I think it is not an impossible thing to 
achieve, by the Secretary of Interior alone, or in cooperation with 
the Federal Power Commission—I mention the latter only because 
it has the formal proceedings for hearings, and I think each State 
should be heard and have the right of appeal. I think that is a 
superior process because it takes ‘Into account all factor s, not only 
upstream sites like Senator Dworshak referred to, but need and where 
the plant is located. If any State can’t use its allocation for the time 
being, obviously the unusable power should be sold elsewhere. It is 
that simple. 

Senator Nevpercer. I want to get this clear because it is my opinion 
in talking with other Senators that the precedent that was established 
in the rivers and harbors bill, although it is somewhat different lan- 
guage, does create in their minds a certain pattern and a certain 
justification for some of the things you have proposed here today. 

I do want to ask you further about some of your comments about 
industry, because one of the main considerations has been the economic 
problems we have in the Northwest and the industrial development 
that might come about through power. 
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In cot statement you minimize the importance of power to indus- 
trial locations. How do you reconcile that to the Stanford Research 
Institute report of 1954 which contained this conclusion : 


Any detailed examination of the region’s— 
and that means the Pacific Northwest— 


manufacturing growth during the past 12 years must conclude that a large 
part of it has been due to the region’s ample supply of low-cost power, either 
directly or indirectly. There doubtless remain many opportunities for manu- 
facturing expansions which would not require unusually large amounts of power 
or unusually cheap power. But many of the region’s best opportunities for 
growth will continue to be in the heavy power-using group, especially in electro- 
processing of metals and chemicals if it supplies the power needed to support 
such expansion growth. The Pacific Northwest will find itself in serious com- 
petition with many regions, many of which could offer local markets as an added 
attraction. To assure the greatest success, plans for more power should be 
made before further technological improvements chip away any more of the 
region’s current advantages in power cost. 

End of that paragraph. 

How do you account for that different viewpoint ? 

Mr. Deuzetx. I don’t think it is different, Senator. Low-cost 
energy is one of the great assets we have. Therefore, it is my opinion, 
shared by others—it is not unique on my part at all—that we should 
continue on a hydroelectric basis so long as we possibly can before 
we turn to thermal energy or nuclear energy, because it will be lower 
cost so far as we presently know than those other alternative sources. 

I say that. most sincerely. I thought the record should show that 
while I espouse low-cost power, and believe in it, and will work for it, 
and have worked for it, we have to keep things in focus. And I am 
afraid that a great many of us tend to oversimplify the problem and 
think that low-cost power is the panacea for all the troubles. It 
simply is not. In the great majority of industries it is not a con- 
trolling factor. I think the record should be clear in that regard. 

Senator Neupercer. That is true, of course. But the very small 
minority of industries to which it is important could themselves be a 
vast benefit to the Northwest. You wouldn’t dispute that. 

Mr. Dezet.. That is correct. If they don’t take power that could 
be used more advantageously by more diversified industries, which 
would employ far more people. For illustration, on the aluminum in- 
dustry, I am very friendly to it. It came out there as a war measure. 
With the exception of Alcoa I think the United States built the 
projects. An arbitrary decision was made as to where they would be 
situated. As a result, virtually all aluminum reduction plants were 
located in the State of Washington—and I imagine that was a con- 
sequence of the political voting habits of that State at that juncture— 
Oregon at that time was I believe, Republican. I hope the aluminum 
companies’ contracts are renewed, and I take it they will be. 

Just last year, Senator, the aluminum industry smelted 584,100 tons 
of pig aluminum. Of that, 246,500 were reprocessed in the form of 
extrusions. The industry employed directly 10,400 employees. I 
would hope, very very much, that as the markets develop, and as they 
see their way clear, that they can do more and more of that reprocess- 
ing in the Northwest because there lies the opportunity for the em- 
ployment and diversification. 
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Senator Neusercer. You heard Mr. Goldhammer testify yesterday 
that Olin Mathieson had asked for 300,000 kilowatts of Bonneville 
power for this huge development that is going to open within the 
next month in the Ohio Valley. And of course that amount of Bonne- 
ville power was not available. But according to the New York Times 
that payroll is between 3,000 and 4,000. That isn’t an enormous pay- 
roll in terms of General Motors, but I daresay that there is no pay- 
roll in the State of Oregon in any one place to match it. 

I am just taking that out of the sky. I am sure there is no payroll 
in our State except one that might be scattered all over the State 
such as the Pacific Telephone & Telegraph, or perhaps Southern Pa- 
cific, which is extended for hundreds of miles, that could match it. 

But I don’t know of any payroll in Oregon, and I was born there, 
that could begin to compare with 3,000 or 4,000 people. While these 
may not seem like a lot, they are important to a State with our exist- 
ing industrial development. That is the reason I think they should 
not be minimized. 

Mr. Deuzeti. That is one reason why I introduced this very illumi- 
nating factual digest of the census figures by Mr. Groch. I think it 
will show, without. downgrading in any sense of the word aluminum, 
or the company to which you refer, that the aluminum industry em- 
ploys in our State 870 employees. The bulk of our new employment 
in the last 10 years has come almost entirely from other diversified 
industries, and from the increase in the plywood aspects of the lumber 
and wood products industry. 

Senator Nevpercer. You said lumber manufacturing, already well 
diversified, on page 8 of your statement. If Oregon manufacturing 
is well diversified, why, in recent years, have we constantly dropped 
with respect to the national income? In other words, a comparatively 
short number of years ago our State had a per capita income of 
around $200 or $210 above the national average. Now we are down 
to where we are even below the national average. 

If our manufacturing is well diversified, why have we not been 
HATING in the national prosperity? What is the reason that we are 
not ¢ 

Mr. Deuze.u. I think we need even more diversification, and I think 
we need more refinement of our basic industry, which is lumber and 
wood products, although, fortunately, it has got down now—TI say 
this in a relative sense only—to where it accounts for 52 percent plus 
of the employment in Oregon. And what encourages me is that the 
other diversified industries—in food products, textiles, paper and wood 
products, and so forth—accounts for the other 48. I think it is true 
that we are slightly behind the national average, but not very far. 
It is also true that on employment we are slightly behind. I mean 
we have a labor surplus area. 

Senator, you might be interested to know that actually in the month 
of March we have more people employed in Oregon than we had in 
March 1957, which was a very good year. But, paradoxically, it is 
also true that we have 15,000 more unemployed people. I guess it 
must be due to the fact that more have come into the labor market. 
It is a serious problem, but you have to get those things in perspective. 
When I say “you” I mean all of us. 
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Senator Neusercer. I have been informed by economists that we 
have a dangerously large number of our people in Oregon employed 
in service industries rather than in basic manufacturing industries. 

Mr. Devzetn. That may well be true. I wouldn’t dispute the econ- 
omists. Although I think you will find that all over America at least 
half the employment is in the so-called service industries. We have 
1,700 employees. We areaservice industry. In terms of new capital 
investment we have brought into the State outside capital to the extent 
of $100 million in the last few years. 

Senator Neusercer. Unless we relate figures that we are discussing 
to other places, they are meaningless. We have been in a period of 
inflation. Incomes in Oregon have risen about 14 percent in recent 
years, and that has been the inflation. They have risen in Oregon 14 
percent in the time that they have risen nationally 24 or 25 percent. 
In other words, if I tell you what a person’s body temperature is, it 
means nothing unless we know what normal is. 

Mr. Deuzeuu. Correct. 

Senator Nreupercer. Every figure that I have seen indicates that 
Oregon in recent years has been dropping with respect to the national 
average, in the basic figures that indicate prosperity, mainly per capita 
incomes of our people. 

I am not going to belabor this, but I think it is very important that 
we do not downgrade the importance of cheap power as a potential 
source of new employment. 

Mr. Deuzewi. I quite agree with you. And I trust that never will 
I ever on the record or off the record be quoted as indicating that 
it is not important. I do think it should be kept in perspective, how- 
ever, with respect to transportation, raw material, labor, and all the 
other factors that account for from 90 to 98 percent of the cost, and 
therefore are the determining factors in many, many cases as to where 
an industry will locate, more so than power. 

Senator Neupercer. I understand. I am going to include in the 
record as part of your testimony, because there are a few figures in 
here that you did not have in this particular statement, the very com- 
prehensive letter you addressed to me on some of these problems, 
dated March 29, 1957. 

(The letter follows:) 


PORTLAND GENERAL ELECTRIC Co., 
Portland, Oreg., March 29, 1957. 
Hon. RicHAarp NEUBERGER, 
Senate Office Building, 
Washington, D.C. 


My Dear SENATOR NEUBERGER: It was pleasant visiting with you and Senator 
Morse last week and discussing, essentially, the matter of a more assured power 
supply for the citizens of Oregon. This is written to confirm the statements 
made by Mr. Short and me that, in our opinion, Oregon and its citizens would 
fare much better under a fair and equitable allocation of Federal power to 
Oregon, than would be true under current Federal sales policies. 

You will appreciate, I am sure, that it is not easy to set forth in readable 
form many of the statistics and engineering terms used by either BPA’s engineers 
or those of the Northwest Power Pool. For illustration, forecasts are sometimes 
made in terms of kilowatt-hours, meaning energy; and at other times in terms 
of kilowatts, meaning capacity; and the kilowatts, in turn, can and do trans- 
form themselves into a variety of kinds, depending upon the nature of the 
analysis being performed. 
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The data used herein has been compiled, in the main, by Mr. Fred R. Groch, 
head of our research department and who, in turn, has based his analysis upon 
records and forecasts of the Bonneville Power Administration and of the North- 
west Power Pool. 

First, let’s examine the results of the present Federal sales policies in the 
fiscal year 1956, and then the outlook for fiscal 1960, the year which provides 
maximum power deliveries to Oregon; and then fiscal 1965, the year when 
Federal deliveries to private utilities cease and when the public agencies begin 
to feel the pinch of inadequate Federal supplies. Thereafter I will try to examine 
the picture as of fiscal 1968, on the assumption that the John Day project will 
at that time have been completed, and its output integrated in the Federal 
system. 

In fiscal year 1956, which approximates the 1955-56 power year, Federal power 
was distributed among the four Pacific Northwest States as indicated in the 
following table: 

Fiscal year 1956 
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You will note that the right hand side of the table shows only the distribution 
to the utilities, both public and private. This is relevant because we are pri- 
marily concerned with the distribution of Federal power to the general public, 
and particularly to the domestic and rural customers, as the Bonneville Project 
Act contemplates. 

Please note that the table above is based upon actual sales and distribution 
of Federal power to customers in the several States. The year was a favorable 
water year, and accordingly, there were large sales of secondary energy, much 
of which went to the private utilities to supplement their rather modest monthly 
firm power commitments. It is also significant that insofar as distribution of 
Federal power to the general public was concerned, the amount of power sold 
in Oregon and Washington was almost directly proportional to the respective 
populations of the two States. Thus, on a per capita basis, Oregon shared 
equally with Washington, excluding, of course, in this comparison Bonneville 
sales to industries and Federal agencies. Consequently, this confirms the 
statement to you and Senator Morse that considering available supplies, the 
citizens of Oregon have no complaint as of the moment; but their problem is 
to keep this in balance in the face of the fact that much of the power that 
comes to Oregon is a “disappearing resource” and will be automatically with- 
drawn and transferred to Washington to meet the growing requirements of 
the numerous preferred customers in that State. 
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Bonneville’s power forecasts logically are based upon critical water conditions 


and are thus restricted to firm power. 


Based on Bonneville’ 
demands for fiscal 1960 are as follows: 


Fiscal year 1960 


s forecast the peak 














| 

| Total Utilities 

— — — Tho te OR ee 
Peak Percent | Peak Percent 
kilowatts kilowatts 
Satie - \——— TT A 

Washington-.--__- talenuipiinlie naman wnat ia | 3,230,000 67.0 | 2,245,000 65.3 
Oregon__. et cee ae a | —-1, 323, 000 27.5 | 1,068, 000 31.0 
Montana..........-.-.---- d fod 237, 000 | 4.9 | 98. 000 2.8 
Idaho... Shin detavidwhas thas adele s tabi 30, 000 | 6 | 30, 000 9 
Total _ _- sical tea iethieis aise estaba | 4, 820, 000 100.0 | 3, 441, 000 | 100. 0 

Losses -_... hee a Meda Gebcaadack A, 419, 000 |___- [+> 
a ; | |———— 


TONE SR TN i aecaiticih dere waceniens inaaaiibbzeui -| 5, 239, 000 |.-..--.-.- ea arcihi all | 


You will note that again, and for consistency, Mr. Groch has shown these 
comparisons in terms of capacity expressed in peak kilowatts. To do this, he 
simply took the average kilowatts shown in Bonneville’s forecast and translated 
them into peak kilowatts by the use of typical load factors. Thus he has 
ascribed 100 percent load factor to Bonneville’s industrial customers, 80 percent 
load factor to Federal agency loads, and 66 percent load factor to the loads 
of utilities, whether public or private. 

As earlier mentioned, fiscal 1960 is significant because it is in that year that 
Oregon will receive its maximum supply of Federal power in the light of exist- 
ing statutes, contractual commitments, and construction schedules pertaining 
to Federal dams. Even though this is true, you will note that on a percentage 
basis, Washington improved its position at the expense of Oregon. 

The situation existing between the States in fiscal 1965 is shown on the fol- 
lowing table: 

Fiscal 1965 








Total Utilities 
-— ————_|————__—_— 
Peak Percent | Peak Percent 
kilowatts kilowatts 
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I Feats bdewsa thadkatabuuaaceeedathbdasddana 5, 076, 000 100. 0 3, 703, 000 100.0 
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Fiseal year 1965 marks the termination of deliveries of firm Federal power 
to the customers of the private utilities, with the exception only of sales to 
private utilities in Montana, due to the allocation to that State of a portion of 
firm power attributable to Hungry Horse Dam, and possibly some minor sales 
to Washington Water Power Co. through water-storage agreements. 
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Thus the general public and indigenous industries in Oregon will in 1965 
receive only 561,000 kilowatts from the Federal system and, further, this entire 
amount will be absorbed by public agencies and cooperatives in the State which 
serve only 15 percent of the total customers. It is also estimated that only 
11,000 kilowatts of the 3,028,000 kilowatts shown for Washington will go to 
the customers of private utilities in that State. 

Please keep in mind that this forecast is on a critical-water-year basis. 
Should the year in fact be one of median or better water conditions, it is 
probable that some secondary power would be made available to the several 
private utilities ; and if enough, some of this secondary power, also, to the inter- 
ruptible aluminum load. In no case, however, would the supply of secondary 
power even approach the requirements of the customers of private utilities. 
Fiscal year 1965 not only marks the end of firm power deliveries to the private 
utilities, it also marks the beginning of a period when Federal power deliveries 
to the preferred public agencies will become inadequate to meet their growing 
requirements. 

The above table shows that firm power deliveries to the general public in 
Oregon drop to just slightly over 15 percent, whereas Washington’s share rises 
almost to 82 percent. This situation is even more discouraging when viewed 
on a per capita basis. In 1965 the more favored citizen of Washington will be 
receiving almost four times as much Federal power as will his neighbor in 
Oregon. 

I recall being asked at the conference what effect prompt construction of 
John Day would have on the situation in Oregon, with particular reference to 
the customers of private utilities. My reply was along the line that at best it 
would be an aspirin tablet to help out for a few years only—until its power was 
taken away by the preferred agencies primarily situated in Washington. It 
may well be true that I overestimated the benefits of the aspirin tablet. My 
best information is that the Corps of Engineers still believes that it will take 
approximately 9 years to complete the John Day project and that it will be 
about 7 years before the first generators are placed in service. Calculations 
now show that if the existing patterns of Federal sales and public agency load 
growth continue, the entire output of this project in a critical water year will 
be absorbed by the expanding needs of such public agencies by fiscal 1968, the 
year following its completion, assuming construction could be started this fall. 

The situation then obtaining is illustrated in the following table: 


Fiscal year 1968, with John Day project completed 








Total Utilities 
Peak Percent | Peak Percent 
kilowatts kilowatts 
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The complete inequity of the situation which will obtain in 1968 can be 
demonstrated by comparison of the amount of Federal power the people of 
Oregon will receive under present marketing practices with that which they 
should receive if they are to share proportionately with the people of Wash- 
ington. Here, instead of receiving 685,000 kilowatts they should receive 1,735,000 
kilowatts, which is 38 percent of the total instead of 15 percent. 

It is now appropriate to set forth data showing the power which might have 
been made available to Oregon under the geographical concept which was 
discussed briefly; namely, that of allocating to Oregon all of the output of 
Federal plants within its borders and one-half the output of Federal projects 
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along its borders; i. e., on the Columbia River. This is shown by the following 
table: 





Dependable | Added peak 
Nameplate | peak capac- | capacity in 











Plant kilowatts | ity in critical | median year, 
year, kilo- kilowatts 
watts 
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FORTE TIRE 006 GI Pak cdcidsniccdewiciacitApp eng aeons 552, 500 432, 000 190, 000 
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The dependable peak capacities shown above (with the exception of John 
Day) are obtained by applying to the average energy in a critical year the es- 
timated BPA load factor of 74 percent which is a composite of the load factors 
mentioned before with respect to the prior tables. For the sake of consistency 
with the prior illustrations, we have ascribed a load factor of 66 percent to the 
John Day project on the assumption that its output would be available through 
the utilities for the general public. 

The above tabulation makes it apparent that a geographical reservation 
based on project locations would in fact have the effect of supplying to Oregon 
significantly greater quantities of federally generated power than will be the 
case under current marketing policies. It would provide 1,658,000 kilowatts as 
compared to the 685,000 kilowatts shown in the next to the last table. The diffi- 
culty is that this is what might have been. Actually such geographical reser- 
vation could only be accomplished now on a retroactive basis which seems both 
legally and politically infeasible. 

It is because of this condition and these factors that I currently, and for sev- 
eral years past, have believed that the superior remedy is to secure a fair and 
equitable share, within the legal meaning of that term, on a prospective, rather 
than a retroactive basis. In my thinking the “fair and equitable” allocation 
would take into account all factors, including power at-site, the source of the 
water, and would give equal or superior emphasis to past and present uses of 
Federal power by Oregon’s people. 

In a case such as John Day the agency making the allocation would of neces- 
sity take into account all factors, including the fact that under present policies 
the people of Washington are already assured of their fair share from existing 
Federal projects, several of which, like John Day, are partially within Oregon’s 
borders. Consequently, I believe that if there were simple legislative language 
allocating a fair and equitable share to Oregon, a strong case could be made fora 
greater percentage than 50 percent of John Day’s output. 

In regard to the procedure for allocation in nearly all cases with which I am 
familiar, Congress has directed that the allocation be made by an administra- 
tive agency; but your final determination in this matter will be guided by your 
judgment as to what is best for our State. 

Since we are concerned with a political, as well as an equitable problem, the 
remedy should be prospective and, in order to minimize opposition, should con- 
tain a proviso which would enable public agencies to continue any preference 
and priority accorded them by Federal law within the limits of the broad State 
reservation. This would be analogous to the situation at Hungry Horse, with 
respect to Montana, and it appears to be analogous to the proposed reservation, 
essentially to Idaho, in your Hells Canyon bill. 

There is much precedent for reservations along this general line. I think I 
mentioned to you that we are securing a summary of such situations, and when 
it is completed we will be happy to make a copy available for you. 
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Preliminary inspection of this study indicates to me that the sale of power 
under the Boulder Canyon Act of 1928 provides excellent precedent for the 
principle of allocating federally generated electric power to the nearby States, 
and that such allocations be based in large degree on the needs of the people. 
This appears to me to be the only criterion for allocation which achieves equity 
and at the same time fulfills the basic objectives of Congress that federally gen- 
erated power be distributed in a manner which will insure widespread use to 
the greatest number of people, particularly domestic and rural customers. 

In the Boulder Canyon Act Congress stated that “the States of Arizona, Cali- 
fornia, and Nevada shall be given equal opportunity as such applicants”; and 
from this small beginning allocations were made. As a result Arizona got 17.6 
percent, Nevada 17.6 percent, and California secured 64.8 percent, even though 
the Hoover Dam does not abut upon California nor does California supply 
much, if any, of the stream flow of the Colorado River above Hoover Dam. 

This has been a long letter; but I have thought it advisable to give you 
the information in the long and, I trust, more understandable form, rather than 
to sacrifice for brevity. It is difficult to cover these technical subjects, but I 
have confidence that the above figures are accurate and assure you that with 
respect to this or any other matter, it is my desire to convey to you and other 
interested parties nothing but the truth as I see it. 

I am sending a similar letter to Senator Morse and hope that you and he 
will give this matter your most earnest and prompt consideration. I realize 
only too well that if any remedy is to be effected during this Congress it will 
require prompt action and the united efforts of our Oregon delegation. 

Sincerely, 
Tuos. W. DELZELL. 

Senator Neusercer. Senator Jordan just came into the room. 

Senator Jordan, this is Mr. Thomas W. Delzell, chairman of the 
board of the Portland General Electric Co., and Mr. Short. Senator, 
do you have any questions you would like to ask Mr. Delzell? 

Senator Jorpan. No; I think not. 

Senator Neusercer. Mr. Mapes, do you have any questions? 

Mr. Mapes. I would like to get a couple of points cleared up on the 
20-year contracts as they affect industry, as I did in the discussion 
with Mr. Norwood and Mr. Robinson. 

Mr. Norwood stated in his prepared statement that the Bonneville 
Power Administration itself had little to do with these policy deci- 
sions, that they were made in the Interior Department. Were your 
negotiations on those contracts primarily with the Interior Depart- 
ment directly or with the Bonneville Power staff ? 

Mr. Deuzeti. I guess the best answer I can make is both, sir. In 
1949 or 1950, as the case may be, I was informed by counsel—in this 
case my ex-counsel, when I was a trustee in the reorganization—Mr. 
Ralph H. King, of Portland, Oreg.—that his inter pretation of the 
Bonneville Act indicated that one should make application for power. 
His point was how else could you determine between competing and 
conflicting applications as to who was the appropriate applicant ex- 
cept to make application. So, we did so in a formal manner. And 
we secured at long last—it took quite a while—all the copies of all the 
outstanding contracts that Bonneville had, and commitments, even 
telegraphic commitments. That proposal I am sorry to say died 
aborning. 

In 1953, following the power shortage hearing here, following the 
year when we had—we, the several utilities were the last man on the 
totem pole and had to assess our customers several million dollars to 
make up the shortage caused by the dislocation created by war indus- 
tries coming in but which did not pick up their share of the check— 
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we renewed our efforts and we had a little more favorable climate 
than we had had before for many years past. So, we negotiated not 
only with Bonneville but also with Washington, D. C. 

Mr. Mares. Your 1953 negotiations were with Washington pri- 
marily; is that correct 

Mr. Dewzetu. In the final analysis they had to be. The decision 
had to be made there; yes, sir. But they were on both fronts. 

We felt then, as I do now toward this fair and equitable situation, 
I am just working both sides of the street. I don’t care whether it 
is Republicans or Democrats who sponsor this thing. I simply want 
to have something done affirmatively and constructively for our people 
out there. 

Mr. Mares. The other point I wanted to inquire about was the 
statement Mr. Norwood made that under these contracts the Secre- 
tary of the Interior could not make any agreement which would re- 
quire BPA to make firm power available to industry, until the private 
companies are provided a million and a half kilowatts. It is your 

osition in discussing these contracts that they prevent any direct sale 
y Bonneville to industry, with the exception of the 70,000 kilowatts 
which is provided for ? 

Mr. Dewzetu. I think they do, unless BPA has sufficient firm power 
to meet the requirements of its contractual obligation. 

Mr. Marrs. That is, as described yesterday, unless you cannot take 
the power at the time it is available? 

Mr. Detzeti. The Bonneville Act we thought—and I still believe— 
gives a basic preference for residential and rural customers, no matter 
by whom served. But it does give, within that preference, a further 
preference to the nonprofit utilities. A million kilowatts was brought 
out in the war effort and it caused quite a dislocation, no matter how 
meritorious the industries were. So, in effect, those contracts, I be- 
lieve, simply stipulate that Bonneville will not make available to the 
private utilities or to the municipal utilities in their load forecasts 
and allowances more than 10,000 kilowatts for any new industry un- 
less, (1) Bonneville itself has enough firm energy to satisfy its com- 
mitments, or (2)—and that is more important—either the municipals 
or the private companies have added enough generating capacity that 
they could take the other load in any event. 

Mr. Mares. One point I meant was the question that was asked Mr. 
Jourolmon yesterday; if the power was available faster than the pri- 
vate companies could use it, as it might be in the next 4 or 5 years, 
would those contracts require that that power be held in reserve for 
the satisfaction of those contracts ¢ 

Mr. Deuzet. As a matter of practicality I think not. If that situ- 
ation should arise, I would think the contracts would be interpreted 
or reformed, as the case may be, so as not to have power go to waste. 
Frankly, I don’t anticipate such a situation. But that would be my 
answer if it did occur. 

Senator Neupercer. Another thing which was stated is that at the 

resent time the private companies are not taking even half a million 
itenenti Do you foresee the likelihood that with your own increas- 
ing load capacity you would have need in the private companies for 
the additional million and a half? I ask this particularly because 
Mr. Robinson pointed up yesterday that he was intending to become 
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completely self-sufficient in the Washington Water Power Co. with- 
in the next few years. How can the private companies use this million 
and a half kilowatts under those circumstances ? 

Mr. Denzett. Our load forecasts indicate that the normal load 
growth requirements of the public agencies, added to the firm com- 
mitments to industry, will probably absorb Federal power much 
more rapidly than we can expect to have it constructed. I think 
that the correspondence with Senator Neuberger will disclose it was 
our opinion last year, and it is our opinion yet, that when John Day 
comes into being, for illustration, that within 1 year thereafter Oregon 
will simply give it a kiss and goodby. By that time there will be 
a deficiency of power available, in all likelihood, for the public 
agencies. 

Mr. Mapes. Then, these contracts are meaningless in the present 
legislative framework ? 

Mr. Devzetu. Not if there were enough Federal plants, they are 
not meaningless. All these contracts did was give us, the private 
utilities, a place in line at the table, so to speak. We came after 
the public agencies, and after the firm industrial commitments. In- 
dustry has no preference as such under the Bonneville Act at all, 
but they have a preference in fact because they have a contract. 

Furthermore, as to the public agencies, Bonneville has committed it- 
self to take care of their load-growth requirements within certain 
limits. I doubt very much if that is legal. But it is a fact of life 
until somebody argues about it or takes it to court. For the same 
reason that you can’t have a public utility responsibility on S. 3114 
and bind the Congress, I question whether you can make a contract 
through Bonneville to take care of some unforeseen load growth for 
some “aragese agencies and thereby commit a future Congress to make 
good by appropriating whatever money is necessary. I just don’t 
think you can do it. But the contracts say you will do it. Unless 
we have much more Federal power, I doubt very much, Mr. Mapes, 
if the utilities will ever be fortunate enough to get up around that 
million and a half. They might some day approach it, if we have 
fair and arcing allocation, subject, however, to the wishes of the 
people. If the people want public power, that will go out the win- 
dow also, if they want it. 

Mr. Marss. I have no other questions, Mr. Chairman. 

Senator Neupercer. Thank you, very much, Mr. Delzell, and Mr. 
Short, for coming here today with this very comprehensive presenta- 
tion of your views. 

Mr. Devzeti. Thank you, sir. 

Senator Nevusercer. Our next witness will be Mr. Harold Seidman, 
representing the Bureau of the Budget. 

If you have anybody with you, we will be happy to have them ac- 
company you. 

While Mr. Seidman is getting ready, I am going to include in the 
hearing record a very significant letter in support of S. 3114 from 
Dr. Paul J. Raver. The letter is sent to me as a personal letter by 
Dr. Raver. Of course, I regard his endorsement as very important 
because Dr. Raver was for many years the Administrator of the Bon- 
neville Power Administration. It was under his jurisdiction that 
the Bonneville Administration made its greatest strides and that it 
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expanded to what I believe is one of the largest hydroelectric systems 
in the world, if not the largest. 

I will just read the first paragraph of Dr. Raver’s letter because 
it sets the tone of what he hastosay. He says: 


DeEAR SENATOR NEUBERGER: I have carefully read S. 3114, a bill to establish 
the Columbia River Corporation. I wish to record my concurrence in principle 
with the basic long-range objectives of this bill. 


That is the end of the first paragraph. 

Dr. Raver then goes on to explain why he favors the Columbia 
River Development Corporation as proposed in S. 3114. We are very 
gratified to have Dr. Raver’s letter, because he certainly qualifies as 
an authority on this subject. His letter will appear in the record in 


full. 


(The letter is as follows:) 
SEATTLE, WAsH., May 20, 1958. 
Hon. RIcHARD L. NEUBERGER, 
Senate Office Building, 
Washington, D. C. 

My Dear SENATOR NEUBERGER: I have carefully read S. 3114, a bill to estab- 
lish the Columbia River Development Corporation. I wish to record my con- 
currence in principle with the basic long-range objectives of this bill. 

A sound national water policy is one that meets the needs of the American 
people. Our population is expected to exceed 200 million by 1975. The wise 
use of our water resources is imperative if we are to meet the challenge of 
these rapidly expanding needs. 

Domestic water supplies are critical in some areas. 

Full economic use of our valuable hydroelectric potential is imperative as 
our growing power consumption places increasing burdens on exhaustible fossil 
fuel supplies. 

Demands for cheap water transportation are pressing for solution in many 
regions. 

Increasing needs for food and fiber will bring increasing pressures on our 
water supply for irrigation and reclamation. 

Flood damages are of increasing magnitude as flood plains are occupied. 

Industrial demands for water increase at a rapid rate and pollution problems 
multiply. 

The leadership of the Federal Government in the direction and planning of 
programs for the control and wise use of our great river systems is imperative 
if the needs of the American people are to be met. 

Comprehensive planning for the full economic development and regulation 
of the waters of the Columbia River is required to meet the rapidly expanding 
needs of the people of the Pacific Northwest. 

Implementation of this basic requirement by means of a regional public 
agency charged with the responsibility of leadership in the planning and clothed 
with constitutional authority to assist in carrying out the plans in an orderly 
manner can bring to the people of this region and to the Nation as a whole, 
the full economic and social benefits of this great water resource. 

I will follow the hearings on S. 3114 with great interest, and if I can be of 
assistance at subsequent hearings, I will be glad to make such observations 
on specific features of the bill as may then seem helpful and appropriate. 

Sincerely, 


PauL J. RAVER. 


Senator Neusercer. I think this might be the proper place to in- 
clude the text of a speech Dr. Raver made in 1950 on a subject very 
pertinent to these hearings. The title of it is “Government Action 
and Private Enterprise in River Valley Development: A Public Ad- 
ministrator’s View,” and without objection it will appear at this 
point in the record. 
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(The material referred to follows :) 


GOVERNMENT ACTION AND PRIVATE ENTERPRISE IN RIVER VALLEY DEVELOPMENT: 
A PUBLIC ADMINISTRATOR’S VIEW 


(By Paul J. Raver, Bonneville Power Administration, 1950) 


The assigned subject for this discussion is, Government Action or Private 
Enterprise in River Valley Development. The word “or” in the title implies 
an alternative of one or the other. I do not agree that river valley develop- 
ment in this country is predicated on any such assumption. I know it is not 
so predicated in the Columbia Valley. The Bonneville Project Act is not so 
predicated. My administration of that act has been and is diametrically 
opposed to such an assumption. 

Indeed, our democratic system of government is founded on the basic philos- 
ophy that government, where it can properly do so, should help make the free 
private enterprise system work. 

Consequently, the title of my paper changes the “or” to “and”; thus indicat- 
ing the Government program in the Columbia River Basin is designed to work 
with the private enterprise system in expanding the region’s economy. Our 
record demonstrates clearly that this is exactly what it has done and will 
continue to do if permitted to proceed. 

For the purposes of this discussion I will confine my remarks on river valley 
development to my own experience as Administrator of the Bonneville Power 
Administration, which has the responsibility for marketing the power generated 
at Bonneville and Grand Coulee Dams as well as from all future Federal 
projects in the Pacific Northwest. In many ways the economic problems we 
face in river development in the Pacific Northwest are unique because of the 
character of the river or the structure of the economy and resources of the 
region. It is upon the basis of these unique characteristics that I should like 
to explore the premise that the Federal Government must assume the major 
role in developmental responsibility. 

The Pacific Northwest, which includes Idaho, Oregon, Washington, and 
western Montana, contains 9 percent of the land area of continental United 
States, but its 1950 population is only 3 percent of the national total. Nearly 
two-thirds of the residents live west of the Cascade Mountains. 

The Cascades divide the region into a humid west and a semiarid and arid 
plateau to the east. The eastern portion is devoted largely to agriculture, while 
forests covering much of the area west of the Caseades have, for more than 
half a century, provided the base for most manufacturing in the region. Over 
half of the region’s production workers in manufactures in 1947 were occupied 
in various forest products industries. 

In the snow-laden Rockies that form the eastern boundary of the region, the 
Columbia River rises and begins its more-than-a-thousand-mile flow to the sea. 
The Columbia River and its tributaries account for about 40 percent of the 
potential hydroelectric power of the Nation. 

Power from the river provides the only large expandable energy base in the 
region. We have practically no oil or natural gas and only a small amount of 
coal, In the past, industry depended principally on wood wastes for its fuel, 
but this energy base is declining with increased use of logs and wastes for other 
purposes. More and more, hydroelectric power is becoming the energy source 
for industrial expansion. In 1947 manufactures in the Pacific Northwest re- 
quired 20 kilowatt-hours a man-hour while the national average was only 6 
kilowatt-hours. 

Until the thirties, the vast resources of the Columbia River were little used 
for either power or irrigation. By 1935 only 11% million kilowatts of generating 
capacity had been installed in the Pacific Northwest—only 20,000 kilowatts 
by the Federal Government. 

With construction of Bonneville and Grand Coulee, the installed hydroelectric 
capacity of the region doubled and the Federal Government became the major 
supplier. Bonneville was built and is operated by the United States Corps of 
Engineers aS a combination navigation and power project. The last generator 
installation was completed in December 1943, making an installed capacity of 
520,000 kilowatts. Grand Coulee was built and is operated by the United States 
Bureau of Reclamation as a combination irrigation and power project designed 
to produce 2 million kilowatts and irrigate 1 million acres of arid land. The 
18th and last generator will be installed in 1951. 
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With these two large Federal power projects, electric utility-systems began 
looking to the Federal Government for their needs. In 1949 the Federal plants 
produced nearly 14 billion kilowatt-hours, or 58 percent of the 23.5 billion 
kilowatt-hours supplied the region. 

Economically speaking, the Bonneville Power Administration, which con- 
structs and operates transmission lines, substations, and other facilities to 
bring the power to the load centers, is unique in that it is the major supplier 
of the only indigenous energy base of the Pacific Northwest capable of being 
expanded to meet the needs of the region. Utilities, both privately and publicly 
owned, as well as industry, are looking to the Federal Government to develop 
low-cost Columbia River hydro power to satisfy their increasing electric energy 
requirements. 

Compulsion for Federal rather than private development of the Columbia 
River has been predominantly economic, not political. Here are the basic eco- 
nomic factors which have shaped and are shaping Columbia River development : 

First, best interests of the region require that the river be developed for all 
its uses. This is not an assertive statement of my own. The region generally 
accepts this notion ; although the people seldom express it in this simple, positive 
fashion, it adds up to the primary economic factor that no one dares not to 
“develop the river for all its uses.” 

A second economic factor, basic to Columbia River development is primarily 
evident to power technicians. There is a large increment of benefit obtainable 
through integrated development and integrated river system operation. This 
incremental benefit is greater than the sum of the benefits accruing from a 
project-by-project or piecemeal development. 

All major utilities in the region are interconnected in a vast network known 
as the Northwest Power Pool. The Federal transmission grid is the backbone 
of this pool, enabling operation of all projects, public and private, on a coordi- 
nated basis, to obtain maximum power at the lowest cost. Coordinated operation 
provides about 15 percent more firm power than could be achieved from the same 
projects through isolated operation. Water is stored and released when it 
provides maximum benefit to the region rather than maximum yalue to a single 
project. 

Coordinated operation requires both control of the reservoir operation of all 
projects on the river system and interconnection by transmission lines. The 
Hungry Horse project, now nearing completion in western Montana, is an ex- 
ample. The plant operated by itself has 90,000 kilowatts of firm power at the 
dam. Isolated operation would increase capabilities of downstream plants by 
101,000 kilowatts through the release of water from the Hungry Horse Reservoir. 

The coordinated operation, integrating the transmission system with the re- 
gional network, continuous capability at the plant is increased to 223,000 kilo- 
watts and increased production in downstream plants to 368,000 kilowatts, or a 
total of 591,000 kilowatts compared with a total of 191,000 kilowatts for isolated 
operation. 

This net gain of 400,000 kilowatts of salable firm power represents a tremen- 
dous economic gain at relatively small added investment for transmission. It is 
doubtful if this plant would be commercially feasible as an isolated project, but 
operated as a part of the regional network it becomes a feasible undertaking. 

The third economic factor is that hydro power is virtually the only source of 
energy indigenous to the Columbia Basin region. Furthermore, most of this 
energy potential is contained in the Columbia River. No single State, interest, 
or enterprise has the abilities to develop this river for all purposes; yet its 
existence and the existence of the power potential within it are vital to the future 
economic well-being of the region. 

The fourth and, in some ways, most important economic factor basic to 
Columbia River development is the fast-growing importance of the electroprocess 
industries. 

The Pacific Northwest must make its contribution to national needs for expan- 
sion of the electroprocessing industries. This need is particularly pressing with 
the program of building up our national defense. In 1939, electrochemical and 
electrometallic industries consumed 14 percent of all electric energy required by 
manufacturers in the United States. During the war in 1943, these electro- 
process industries used 27 percent of all energy required by manufacturing 
establishments. 

In summary, these four basic economic factors—multiple-purpose develop- 
ment, necessity for integration of projects and management, dependence of the 
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region upon a single energy source, and the growing national importance of 
electroprocess industry—have thrown into the hands of the Federal Govern- 
ment responsibility for Columbia River development. 

There is no question that Federal responsibility for this development has 
loomed larger and larger in the public consciousness. To a considerable degree, 
it is a product of the times that the outstanding aspect of this development 
during the past 15 years has been power. Had there been no World War II, 
for example, it is probable that reclamation uses of the river would have 
developed at least as fast as the power uses. Defense demands for the products of 
electroprocess industries, however, have dictated otherwise, and the power 
aspects of the total river program have thus far overshadowed all others. 

This lack of balance in the orderly development of the Columbia River pro- 
gram has created a number of problems. One of these involves the relationship 
of the Federal power program on the Columbia River to the operations of 
privately owned utility companies in the region. The Bonneville Act and other 
laws relating to the sale of power from Federal projects provide that publicly 
owned systems and cooperatives be given preference and priority in the pur- 
chase of power. Power available from early reclamation, navigation, and flood 
control projects was small and, before 1935, was properly designated as surplus 
power. Usually this represented only a small part of the supply for an area, 
and none was dependent upon the Federal Government to meet its existing or 
probable future requirements. 

The Federal Government, however, is not selling surplus power in the Pacific 
Northwest in the traditional sense of disposing of surplus property—and after 
disposing of it, taking no further responsibility for supplying additional demands 
for the same commodity. The Government has developed a long-range plan for 
construction of multipurpose dams. In so doing it has preempted the region’s 
most economic power supply. 

Under these circumstances, the preference and priority provisions of the 
Bonneville Act are tremendously more significant than where a surplus com- 
modity from some isolated dam is being sold by the Government. 

The private power companies failed until recently to understand the signifi- 
eance of this situation. 

As late as 1944, 1945, and 1946, certain utility companies—the Portland Gen- 
eral Electric Co. was a notable exception—opposed rapid development of the 
Columbia River power program. “Bearish” forecasts of power requirements in 
the region were presented by these groups to congressional committees respon- 
sible for providing all funds for the Federal development program, including 
planning, construction, operation and maintenance, management, and adminis- 
tration. Serious delays in starting new dams resulted. The companies made no 
effort to build new generating supplies of their own. A power shortage devel- 
oped in the region. And the preference and priority provisions really began to 
mean something. As a result, the firm power has been absorbed by the rapidly 
growing loads of the public agencies, many of which are rural in character with 
no other source of power available. The interruptible power is left to the pri- 
vate companies. The good fortune of favorable water conditions has thus far 
prevented serious difficulties. 

This grievous error in strategy was not only a disservice to the people of the 
region—and, indeed, of the Nation—but has turned out to be a disservice to the 
customers and investors of the private power companies that made the error. 
This is not a particularly bright page in the record of the business managed 
utilities. 

At the same time these companies were complaining bitterly that they could 
not secure long-term firm power contracts from the Bonneville Power Adminis- 
trator. Without an assurance of a continuing Government surplus to sell, such 
contracts could only have resulted in reversing the intent and purpose of the 
preference clauses of the Bonneville Act. It would have given the preference to 
the private companies and left the shortage for the public agencies to worry 
about. 

This failure of certain utilities and some other powerful interests in the North- 
west (including the commercial fishing group) to realize the damages implicit in 
delaying rapid development of additional generation—plus the wartime develop- 
ment of the light metal industry—is largely responsible for the problems now 
faced by the private utility companies in the operation of the preferential clause 
of the Bonneville Act. 
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Now the situation has changed. The major utilities’ estimates of future 
power requirements are for the most part in agreement with our own. There is 
also general agreement in the Pacific Northwest that the Federal Government 
should expand its generation of power as rapidly as needed and deliver the power 
to the load centers over the Government-owned transmission grid. Thus the 
region looks to the Government for its major supply. It is not a sale of surplus 
concept. It is a public utility responsibility concept. This is in sharp contrast 
to the situation in some other river valleys—and thus makes the power problem 
in the Northwest as unique as the river system that serves it. 

If the Federal Government meets all future power requirements of the region, 
the basic problems relating to the preference and priority to public systems will 
cease to exist. However, the idea that the Federal Government should be 
responsible for meeting the major power requirements of the region is more 
fundamental, perhaps, than the problem of relationships with the private utility 
industry. This idea of responsibility is a definite departure (except for the 
TVA) from the traditional Government policy of selling only the surplus power 
available from a Government dam, giving a preference and priority to public 
agencies for that surplus, and then taking no further responsibility for the 
supply of the agencies purchasing the power. 

The unique situation facing the Federal Government in the Pacific Northwest 
lies in the necessity of maintaining a continuing surplus power supply so that 
the requirements of all purchasers will always be met. While not a govern- 
mental function in the traditional sense, this, nevertheless, is a factor to be 
reckoned with in the Northwest where hydro is the region’s cheapest expandable 
energy base and yet the multipurpose character of the river control problem 
requires Federal construction of the major portion of the total number of dams 
to be built. 

This poses a number of major problems. One of these is securing the necessary 
capital in the quantities needed and at the time needed to provide power when 
needed. The Federal Government, with full cooperation of the States and local 
interests, is creating a large productive enterprise in the Pacific Northwest for 
which the developmental period will extend over some years. The investment 
requirements for those years will be well in excess of revenues. This is typical 
of any expanding industry during its formative years. 

By reason of the special problems of a business-type operation such as the 
Bonneville Power Administration, requiring long-range planning and large capital 
expenditures to meet its full utility responsibility, a more flexible means of fiscal 
financing than presently provided would give the commonwealth more value for 
its money. 

The benefits of no enterprise, whether public or private, can be measured with- 
out adequate controls on financial requirements. Control in the case of private 
enterprise is exercised in part by the financing itself. It is difficult for an un- 
sound enterprise to raise funds. The operations of the Federal Columbia River 
Power Administration over the past 12 years have clearly demonstrated the 
financial soundness of that enterprise. 

Yet we are falling short of taking care of the region’s power needs despite 
the fact that repayments of federal investments, based on a maximum of 50-year 
repayment after completion of projects, are ahead of schedule. Repayments are 
from revenues after deduction of all operating costs, a large irrigation subsidy, 
and interest on the power investment. Only a relatively small navigation and 
flood control investment is not being repaid. Power revenues now amount to 
about $35 million per year with a net income over requirements on a cost- 
accounting basis of over $10 million. Power is being sold as rapidly as generators 
come on the line and revenues will expand correspondingly. 

Why, then, have we not invested capital in new federal facilities rapidly enough 
to take care of demands? Federal financing alone is not the complete answer, 
since the private and public agencies also share in the total power supply 
problem. But the unique character of the river development problem forces 
one to conclude that the federal role is the major one and the federal financing 
plan is the critical problem to be solved. 

The program of Columbia River power development should be permitted to 
proceed as rapidly as the power is needed. The possibility of accomplishing 
this by modifying existing laws to permit independent financing of federal proj- 
ects where necessary, either from the United States Treasury or private sources, 
to my mind is worth careful study. In part, the ability to finance provides its 
own checks and controls. Others might be instituted. 
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To date only about 10 percent of the hydroelectric potential of the Columbia 
River and its tributaries has been developed. In order that private enterprise 
can make its plans for expansion, some legislative mechanism should be pro- 
vided to develop the river on schedule. 

In addition to the problem of financing, the administrative problems inci- 
dental to the management of integrated, coordinated development and operation 
require further careful study. 

A unified and responsible management of the Columbia River development 
program is inevitable. As the system becomes more complex, efficient manage- 
ment, including advance planning as well as day-to-day operations, will become 
increasingly difficult under existing divided Federal responsibility and authority. 
I have not attempted here to enter the controversy on how this should be 
accomplished. The formation of the Columbia Basin Inter-Agency Committee 
was a recognition of the problem. It has made some notable contributions to 
the development of coordinated planning, but as the complexity of the operating 
problems increases, some legislative correctives probably will be invoked. The 
proposed Columbia Valley Administration encompassed more than power de- 
velopment but was an effort in this direction. 

Traditionally, the role of the Federal Government has been to undertake only 
those matters of public interest which local government or private enterprise 
is either unable or unwilling to undertake. Federal development of the Columbia 
River, in its main outlines, falls within this tradition. 

The complexities of modern society, in combination with the economic factors 
within the basin, have brought about a Government proprietorship for de- 
velopment of Columbia River power. However, this has not meant, nor do I 
believe it will mean, the development of Federal proprietorship to the ultimate 
exclusion of other public or of private enterprise programs. 

Certain projects on the Columbia River system are within the ability of 
private enterprise or local public agencies to build and can be integrated into 
the power grid system. Certain others are manifestly outside the interest 
or ability of such agencies. During the past 12 years, Federal, local public, and 
private developments have reinforced each other to the ultimate benefit of the 
public interest. The creation of the Federal transmission grid system has been 
of considerable aid to private enterprise of all sorts, including the utility 
business. 

A better understanding of the contractual relationship problems between the 
Government and public, as well as private power distributing agencies, is being 
worked out in the region and within the framework of existing law. A long- 
term firm power contract with the Montana Power Co. is a case in point. 

I should like to close with some positive affirmations about Government action 
and private enterprise, in the development of river basins in general and the 
Columbia Basin in particular. The capitalistic system flourishes under an ex- 
panding and dynamic economy. It dies under a contracting or static economy, 
Our system has made its greatest strides by increasing productivity per man- 
hour. This increase has been accomplished by mass production and the machine 
technique. The expansion of machine production has been built on an expand- 
able and cheap supply of energy in the form of coal, oil, gas, or falling water. 

The economy of the Pacific Northwest rests primarily upon the harnessing 
of an existing and abundant supply of falling water. The role of harnessing 
this supply of falling water for all of its uses, including electric energy, has 
fallen in large part to the Federal Government by force of circumstances pri- 
marily economic rather than political. Consequently, the economic health of 
the region rests to a large extent on the Federal power program. 

The Federal role for power production purposes has been, and is being, shared 
by three agencies: the Corps of Engineers, the Bureau of Reclamation, and the 
Bonneville Power Administration. The responsibility for regional power sup- 
ply is also shared by numerous other public and private agencies. It probably 
should, and doubtless will, continue to be so shared, but in lesser proportion to 
the total supply as the larger Federal projects come into the picture. 

These various roles present administrative conflicts—many of which have been, 
or are being, resolved. They are largely conflicts of jurisdiction, problems of 
home rule versus “centralized authority,” conflicts between local and regional 
interests, and the like. As a result, important management techniques that any 
private business would recognize as essential to financial success are being 
delayed. 
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I belong to the school of thought that believes the Government can, and in 
many instances does, operate proprietary or business functions efficiently and 
successfully. I believe that the Bonneville Power Administration, within the 
limitation of its statutory authority, is an example supporting that point of 
view. The fact that this Administration has maintained a basic $17.50 per kilo- 
watt-year wholesale power rate throughout its 12 years of operation and is 
currently adding some $10 million per year to its accumulated surplus of more 
than $53 million, despite doubling of construction and operating costs during 
that period, is certainly one commonly accepted test of that efficiency. 

Nevertheless, I recognize the importance of “drawing the line” on such 
governmental activities in order to preserve as nearly as possible a truly free- 
enterprise system. The basic problem of just where to draw the line between 
Federal Government, local government, and private utility investment responsi- 
bilities for power supply is being forged out in the Pacific Northwest. And it 
being forged in a democratic manner—thus far within the framework of 
existing law. 

Much effort has been expended by various interests within and without the 
region to develop changes in the existing legal framework that would resolvé 
conflicts, preserve rights, and get results in terms of an expanding program 
of power production. So far, none of these efforts has resulted in significant 
legislation at either Federal or local levels. However, there are many indica- 
tions that an optimistic view of the matter is warranted. 

There is a growing awareness of some of the basic problems, ineluding those 
outlined in this paper. With it, there is developing a more widespread attitude 
of fairness on all sides. A commonsense solution, best adapted to the economic 
and social welfare of the region, will, in my opinion, be worked out. In the 
meantime, the power phases of the river development program continue to sup- 
port and expand the free-enterprise system of the Pacific Northwest. The 
power program provides a mighty arm to the Nation in time of war as well as 
becoming the bellwether of prosperity in times of peace. 

The phrase is Government action and private enterprise, not Government 
action or private enterprise. At least, that is the way I see it in the Pacific 


Northwest. 

Senator Neusercer. Mr. Seidman, you have a statement. I see it 
is a brief statement. We would like to have you read it if you care, 
or you can paraphrase it if you prefer. 

Mr. Seman. Mr. Chairman, I prefer to read the statement. 

Senator Neupercer. Fine. 

Mr. Seipman. My name is Harold Seidman. I am Assistant Chief 
of the Office of Management and Organization of the Bureau of the 
Budget, and I am accompanied by Mr. Milton Pilcher, of the Re- 
sources and Civil Works Division of the Budget Bureau. 


STATEMENT OF HAROLD SEIDMAN, ASSISTANT CHIEF, OFFICE OF 
MANAGEMENT AND ORGANIZATION, BUREAU OF THE BUDGET, 
ACCOMPANIED BY MILTON PILCHER, RESOURCES AND CIVIL 
WORKS DIVISION OF THE BUREAU OF THE BUDGET 


Mr. Seripman. Mr. Chairman and members of the committee, in 
accordance with the request made by the acting chairman of the sub- 
committee, I am glad to give my comments as a technician on certain 
questions raised by S. 3114, a bill to amend the Bonneville Project Act 
in order to establish the Columbia River Development Corporation. 
These questions relate to— 

(1) Propriety of the Government corporation form of organization 
for the Columbia River Development Corporation ; 

(2) The responsibilities assigned to the Corporation and its rela- 
tionship to other Federal agencies; 

(3) Internal corporate structure; and 
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_ (4) Method of financing and relationships to Federal fiscal agen- 
cies. 

My comments should not be construed as necessarily representing 
the Bureau of the Budget’s position with respect to the basic objectives 
sought by the proposed legislation. The Bureau’s views concerning 
the policy questions presented by S. 3114 are set forth in a letter from 
the Assistant Director to the Chairman of the Committee. 

Certain general tests have been established for the use of the cor- 
porate form of organization. Corporate organization is normally in- 
dicated only when a program: 

(1) Is predominantly of a business nature; 

(2) Is revenue-producing and potentially self-sustaining; 

(3) Involves a large number of business-type transactions with the 
public; and 

(4) Requires greater flexibility than the customary type of appro- 
priation budget ordinarily permits. 

There is no doubt that the Columbia River Development Corpora- 
tion meets the prescribed tests. It does not follow, however, that the 
creation of a Government corporation is necessarily the only or the 
best way of accomplishing the desired results. The final choice be- 
tween a Government corporation and some other organizational device, 
such as an agency financed from a revolving fund, should be based 
on a careful analysis of organizational relationships, operating needs, 
and financial requirements. 

The most serious problems raised by S. 3114, however, stem not 
from the use of the corporate form of organization, but from the way 
in which the Corporation is to be organized and financed. 

Perhaps the most serious weakness of the bill is that it would confer 
multipurpose authorities on an agency with a single-purpose respon- 
sibility. Under the provisions of the bill, the Columbia River De- 
velopment Corporation would have responsibility solely for the 
marketing and, to a limited extent, the generation of electric energy. 
The Corporation would have no direct responsibility for the devel- 
opment of the water resources of the Pacific Northwest for other im- 
portant purposes, including irrigation, navigation, flood control, and 
recreation. Existing Federal and local agencies would remain re- 
sponsible for these programs. 

Nonetheless, the bill gives the Corporation power not only to pre- 
pare an advance program for the conservation, development, and im- 
provement of the water resources of the Pacific Northwest but also, 
under section 7 (b), to veto the construction of any dam or appurte- 
nant work on the Columbia River or its tributaries by another Fed- 
eral agency or a local body. The inevitable effect of these provisions 
is to subordinate other water uses to power. The placing of such au- 
thorities in a power agency would not be calculated to promote the 
unified and balanced development of the water resources of the 
Pacific Northwest. 

The bill does not draw a clear dividing line between the Corpora- 
tion’s functions and existing Federal and local programs. Except 
for the Bonneville Power Administration, which would be absorbed 
by the new Corporation, the existing jurisdictions of various Federal 
agencies, including, for a minimum of 5 years, those concerned with 
the generation of electric power, are ostensibly preserved. 
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Five years or more after the first board takes office the President 
would be authorized to transfer to the Corporation any properties 
related to the Columbia River power system which are now admin- 
istered by the Secretaries of Interior and Army and the Adminis- 
tractor of General Services. The functions assigned to the Corporation 
are prance in addition to, not in lieu of, the functions presently 
performed by other Federal agencies. A number of the Cor- 
poration’s functions appear to overlap or duplicate those of the 
Federal Power Commission, Bureau of Reclamation, United States 
Army Corps of Engineers, Department of State, and other agen- 
cies and thus are likely to result in working at cross-purposes and 
serious conflicts. ‘The indefinite transfer provision would constitute 
an ever-present threat hanging over the heads of the agencies affected 
and could well undermine employee morale and discourage the de- 
velopment of long-range plans. 

Basic questions are also raised by the internal structure of the pro- 
posed Corporation. The management of the Corporation would be 
vested in a board of five full-time directors appointed for fixed over- 
lapping terms. 

To be eligible for appointment, directors are required to have been 
residents of the Pacific Northwest for a period 5 years preceding their 
appointment. Not more than 2 directors at any 1 time may be ap- 
pointed from among the residents of any 1 State. 

The commission form of organization, and a full-time board of 
directors is nothing but a commission by another name, is not con- 
sidered well adapted to an agency performing predominantly execu- 
tive functions. Experience with the Reconstruction Finance Cor- 
poration illustrates some of the problems arising from the use of 
multiheaded executives. 

Alexander Hamilton aptly observed in the Federalist papers that 
plurality in the Executive “tends to conceal faults and destroy re- 
sponsibility.” At the present time only three Government corpora- 
tions, the Federal Deposit Insurance eae the Export-Im- 

ort Bank, and the Tennessee Valley Authority, are managed by a 

ull-time board of directors. Others have part-time boards or single 
administrators. I believe that the single administrator-advisory 
board organization provided for the St. Lawrence Seaway Develop- 
ment Corporation would be best suited to an operating agency such 
as the Columbia River Development Corporation. 

The residence test for appointment to the Board is highly inap- 
propriate and would constitute an undue encroachment on the Presi- 
dent’s appointing authority. The fact that its program is confined 
to specific geographical area does not alter the Corporation’s status 
as a Federal agency performing exclusively Federal functions. Se- 
lection on the basis of residence would tend to make directors regard 
themselves primarily as spokesmen for State interests rather than as 
Federal officers serving the national good. 

Mr. Chairman, I think some of the telegrams which were read this 
morning confirm this. They are thinking of having State representa- 
tives on the board, rather than having directors who are serving the 
corporation as a whole. 

Adequate recognition of regional and local interests is provided 
through the advisory council which would be established by section 9 


of the bill. 
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Section 10 (a) would exempt all of the Corporation’s employees 
from the provisions of the Classification Act of 1949, as amended. 
Inasmuch as the Corporation’s personnel requirements would be no 
different than those of the Bonneville Power Administration, I find 
no justification for waiving the provisions of the Cl assification Act 
and other laws applicable to Federal employees. 

The financing provisions of 8. 3114 present a number of difficulties 
and are not consistent with generally accepted policies for the financ- 
ing of Government corporations. The Corporation would be au- 
thorized to finance its power operations by the sale of obligations 
which would bear interest at a fixed statutory rate of 214 percent. 
While the Corporation apparently would be authorized to sell its 
obligations to private investors—the bill is not entirely clear on this 
point—the Treasury is authorized and directed to purchase any ob- 
ligations offered by the Corporation. On this point—and I might 
interpolate at this point, I understand Mr. Norwood testified that 
there was no intention to market these obligations to the public; that 
the intention under the bill was that these would be sold only to the 
Treasury. Is that a correct understanding? 

Senator Neusercer. I think that is a correct understanding of what 
Mr. Norwood said. 

Mr. Serpoman. If that is the case, there are a number of provisions 
in the bill whose purpose I don’t understand, and this was the source 
of my confusion, because they would only be appropriate for a cor- 
poration that was marketing its obligations to the public. I call 
attention on page 26 to subsection 1, lines 19 to 21, which establishes 
priority of claims on different issues. If you are only selling your 
obligations to the Treasury, it does not make any particular sense 
to establish a priority of claim. 

The provisions on the following pages, subsection 5, prohibiting 
the issuance of obligations for the purpose of refinancing, and 6, 
which in effect modifies section 303 of the Government Corporation 
Control Act in dealing with the Treasury, seem to be based on a mis- 
understanding because the general language which is employed when 
a Government corporation sells to the Treasury, makes the purchase 
of the obligations by the Treasury a wholly ministerial act. 

I don’t see any need for including language which requires an 
elaborate procedure for Treasury consultation. Under the usual lan- 
guage which is employed later here, the Treasury is authorized and 
directed to purchase any obligations offered by the Corporation. 

So, the provisions here would appear to be directed at the type of 
control which would be exercised by the Treasury only if the obliga- 
tions were being marketed to the public. 

No statutory ‘limit is placed on the amount of corporate borrowings, 
except that the amount of any issue “added to the outstanding long- 
term obligations of the Corporation shall not exceed the net plant 
investment and the cost of construction work in progress.” The 
Corporation would thus have what amounts to an open-end call on the 
Treasury. The Corporation would be authorized to finance costs for 
purposes other than power by offsetting such costs against payments 
otherwise due the United States. 

The fixed statutory interest rate on corporate obligations is undesir- 
able and unprecedented and would involve a direct Federal subsidy 
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to the Corporation. Under present market conditions such obliga- 
tions obviously would be unsalable to anyone other than the United 
States Treasury. There is no sound reason why the interest rates on 
obligations issued by the Columbia River Development Corporation 
should not be fixed in accordance with the same flexible formula ap- 
plied to all other Government corporations which have borrowin 
authority. If it is intended that the Corporation should be hima 
primarily from non-Federal sources, then the authority to borrow 
from the Treasury ought either to be deleted, or, at least, made dis- 
cretionary. Otherwise, the Treasury would ’be, in practical effect, 
placed in the position of underwriting the C orporation’s obligations 
held by private investors. It is also essential that the total debt which 
the Corporation may have outstanding at any one time be subject to a 
statutory limit so as to protect the existing Federal investment and to 
provide necessary congressional control. Any non-revenue-producing 
activities undertaken by the Corporation should be financed by annual 
appropriations, as is now done in the case of TVA and the Virgin 
Islands Corporation, and not by “credits” against funds owed to the 
United States. 

Section 11 (e) of the bill does not provide an adequate guide for 
determining the Government’s investment in power facilities which 
are or may in the future be transferred to the Corporation. As now 
written, the bill would appear to utilize the amount of money appro- 
priated from the Treasury as the standard for fixing value without 
regard to depreciation of fixed assets. For preferred language, I 
would refer the committee to the charters of the Panama Canal Com- 
pany and the Virgin Islands Corporation. It is also suggested that 
standard language be substituted for the interest-rate formula con- 
tained in this section. As provided in H. R. 8332, a bill to amend the 
Government Corporation Control Act, which is now before the Con- 
gress, the rate of interest should be fixed by the Secretary of the 
Treasur y “taking into consideration the current average market yields 
of outstanding marketable obligations of the United States having 
comparable maturities.” 

The Columbia River Development Corporation would be, with one 
notable exception, subject to the financial controls provided by the 
Government Corporation Control Act. The bill would seriously 
weaken the Secretary of the Treasury’s authority under section 303 of 
the Control Act to control the public s sale of corporate obligations. 
There appears to be no justification for treating the obligations of the 
Columbia River Development Corporation in a . different manner than 
those of other wholly owned and mixed-ownership corporations which 
are covered by this section. This section of the Control Act is much 
misunderstood. 

In the more than 12 years this provision has been on the statute 
books, the Secretary of the Treasury has never utilized his authority 
in such a way as to limit or handicap a corporation’s financing opera- 
tions. On the contrary, corporations have benefited imme: asurably 
from the Treasury’s intimate knowledge of market conditions and the 
Government’s financing plans. The magnitude and complexity of 
the problems involved in the management of the public debt make it 
a that the Secretary of the Treasury have full control over the 
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issuance of obligations by any agency or instrumentality of the United 
States. 

The problems raised by S. 3114 are by no means inherent in the cor- 
porate form of organization. Properly employed, the Corporation 
has a unique and constructive role to perform in Government. Use 
of the corporate device, in preference to some other type of organiza- 
tion, does not, however, warrant departure from sound principles of 
executive-branch organization and from orderly procedures to assure 
Presidential and congressional control. 

Senator Neusercer. Thank you, very much, Mr. Seidman. 

You have made some very cogent criticisms of the bill structure as 
presently drawn. I would not be honest if I pretended to have the 
technical knowledge and information that you have on this subject. 
Therefore, I am not in a position to go to the heart of each of the 
specific criticisms you have raised, so I would just like to ask you a 
few general questions if I may. 

Mr. Serpman. Certainly. 

Senator Neusercrer. Do you and your associates in the Bureau of 
the Budget believe that after 20 years the time has come perhaps to 
have a permanent form of organization for management of the re- 
sources of the Columbia River? I ask that question in view of the 
fact that the existing Bonneville Power Administration is expressly 
provisional and temporary in nature. 

Mr. Semman. Senator Neuberger, I would hesitate to speak for 
my associates. 

Senator Neusercer. Speak for yourself, then. 

Mr. Semman. I will speak for myself. I certainly do consider the 
time has come to do this. In fact, as a result of the study of Bonne- 
ville Power Administration made in 1947, I so recommended. 

Senator Neupercer. And you yourself, as I recall, have had expe- 
rience in various Government entities of one kind or another, such as 
the St. Lawrence Seaway and so on, that do manage water resources; 
is that right ? 

Mr. Seman. I have dealt with Government corporations in the 
Budget Bureau since the enactment of the Government Corporation 
Control Act in 1945. 

Senator Nevpercer. And you did recommend in 1947 that the pro- 
visional nature of the Bonneville Power Administration be replaced 
with a permanent form of organization ? 

Mr. Seman. That is correct. And a Government corporation 
was recommended at that time. I think the chronology which was 
submitted to the committee showed it. It eventually grew up to 
something beyond that. 

Senator Nevpercer. Do you think with changes such as you rec- 
ommend and suggest in this act that is now before us, Mr. Seidman, 
that a new corporate form to replace the Bonneville Power Adminis. 
tration would improve on the present situation in the Northwest ? 

Mr. Semman. I am not sufficiently familiar with the current situa- 
tion to make a categorical answer. I think some change would be 
desirable. Whether it should be a onan or something short 
of a corporation which may have much of the same flexibility, such 
as a revolving fund, I can’t give a direct answer on that without 
having gone into it. As the Bureau’s letter indicated, we are cur- 
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rently making such a study in the Budget Bureau, which grew out of 
the Hoover Commission recommendations. 

I think I might say part of the problem is the number of different 
acts which the Bonneville Power Administration is administering, 
all of which have different requirements, both as to interest and pay- 
out and preferences. 

Senator Neusercer. Do you think there would be greater assurance 
of continuity of river development in the Northwest if whatever en- 
tity there was in charge had more assurance of a continuing source 
of revenue than there is at the present time ? 

Mr. Seman. I think that is probably true where you have the use 
of revenues and the expenditures are more directly related to revenues, 
as in the case of a corporation or something short of it, such as a re- 
volving fund. I think you do get more continuity of financing. 

Senator Neupercer. I want to ask you about one of the specific 
matters you raised. You thought it was inadvisable to have a full- 
time board of directors. I think you also said that it was not de- 
sirable to have any geographic locations as to the locale from which 
the directors would come. You wanted the President of the United 
States to be free to appoint the men. 

Mr. Sremman. That is correct; the same as the Tennessee Valley 
Authority under the present law. 

Senator Neusercer. Do you know of any part-time boards in a 
Government corporation at the present time ? 

Mr. Serman. Almost all of the Government corporations have 
part-time boards except the three I have mentioned, and in one of 
those, the Export-Import Bank, the President recommended that it 
be abolished and it was, under the reorganization plan, and a single 
administrator was substituted. By later enactment, the full-time 
board was restored. All the others, such as the Panama Canal Com- 
pany, the Virgin Islands Corporation, have part-time boards. I think 
a full-time board is nothing but a commission. The life cycles of 
these full-time boards present an almost identical pattern. If the 
full-time directors take their job seriously and don’t consider this as 
a nice sinecure at $20,000 a year—sometimes what a general manager 
wishes would occur—there isn’t enough policy work to keep them 
fully occupied. So, the first thing they do—and this I might say is 
not peculiar to Government corporations, because those familiar with 
commission forms at the municipal government and State level know 
that the same thing happens—is decide that they will divide up the 
agency. 

This happened with the TVA and it almost came close to wrecking 
the TVA in its early years, if I might use that example. Mr. Arthur 
E. Morgan took over flood control and navigation, which was pri- 
marily of interest to him, and Mr. Lillienthal took over power, which 
was what interested him the most, and Mr. Harcourt Morgan became 
responsible for the conservation and agricultural activities. So, in 
effect, instead of having unified direction and a balance development 
of programs which the act contemplated, you had three agencies 
for the price of one. And you had the kind of dissension which 
oftentimes occurs with such an arrangement. 

The TVA Board was an unusual one because ultimately it did 
recognize that the agency could not operate on this basis, although 
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Mr. Arthur E. Morgan had to depart before this decision was reached. 
On its own authority the TVA Board appointed a general manager, 
and the corporation has operated satisfactorily since. It is the only 
case I know of a full-time board which has not attempted to carry 
on the day-to-day management. I cannot see where under this bill 
there would be enough for 5 men at $20,000 a year to keep them fully 
occupied. 

This I might contrast with a regulatory commission or a commis- 
sion which is performing quasi-legislative or judicial functions. Their 
functions are deliberative. Or even in the case, where we do have 
it, of a lending agency where you may want this kind of considera- 
tion of loan applications, or in the case of the Federal Deposit Insur- 
ance Corporation, many of its functions in granting or revoking in- 
surance almost have regulatory features to them. 

Senator Neupercer. I want to be clear on what you believe would 
be the preferable type of management for this corporation. It would 
be a single administrator appointed by the President and guided by 
an advisory committee ? 

Mr. Sempman. Advisory board. 

Senator Nevsercer. Advisory board. 

Mr. Semman. And your part-time boards, generally, whether you 

call them that or not—and very often they function as an advisory 
board—I think that is the appropriate place to represent the regional 
and local interests. 

Senator Neusercer. And the advisory board would come from the 
Pacific Northwest region ? 

Mr. Seman. That’s right. I do not want any of my remarks to 
be construed to mean that the regional interests should not be con- 
sidered. They certainly should. “And they should have an appro- 
priate vehicle so that their views are brought to bear in the opera- 
tions. But I don’t think the appropriate way to do it is to vest 
agency administration in what is, in effect, a small, legislative body. 

Senator Nevsercer. I understand. I have a further question and, 
as far as I am concerned, I don’t expect to detain your further. 

The things that you have raised are quite technical and deal in a 
realm that I, as a legislator, certainly am not qualified to deal with, 
and I imagine some ‘members of the committee staff don’t have your 
specialized knowledge. 

Would you be available to consult, from time to time, with the 
staff of the committee between the adjournment of Congress and next 
January as they revise and improve and refine this bill, bearing in 
mind that the policy decisions would, perhaps, be mz ade elsewhere? 
But, as to the technical nature and structure of the bill, could you 
advise on this ? 

Mr. Seman. We certainly could. I think on every corporation 
bill for about the last 13 years the Bureau has been perfec tly agree- 
able to my providing that kind of service to the committees of Con- 
gress without any commitment, of course, as to the Bureau’s position 
on the policy considerations. 

Senator Neusercer. I understand that you would not commit, the 
Bureau to support or oppose the bill, but that you would advise on 
these technical matters of constructing the bill. 

Mr. Srrpman. That’s right. I certainly would be available to assist 
the committee. 
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Senator Neunercer. Your assistance would not only be invaluable, 
but indispensable, I think. 

Senator Jordan, do you have any questions of Mr. Seidman and his 
associate ? 

Senator Jorpan. No; thank you. 

Senator Neusercer. Mr. Mapes, do you have any questions of the 
gentlemen ? 

Mr. Marrs. I have one based on my own lack of experience in this, 
Mr. Seidman, and that is as to the provision of section 12 (c), page 
17 of the bill, lines 5 and 6 thereof. 

Perhaps I should start back on page 16, relating to the construction 
of hydro projects and facilities which have been included in the an- 
nual budget program submitted to the Congress in accordance with 
the Government Corporation Control Act. I assume that is a refer- 
ence to section 103 of the Government Corporation Control Act? 

Mr. Seman. That is correct. And section 104. 

Mr. Mares. Mr. Norwood submitted another proposed amendment 
for the end of this section at line 7, page 17, stating “and such con- 
struction as hereby authorized.” 

As I read the Corporation Act, it doesn’t provide for actual con- 
gressional approval. It provides for submission by the Budget and 
consideration by the Congress. And then it says— 
the provisions of the section shall not be construed as preventing wholly owned 
Government corporations from carrying out and financing their activities as 
authorized by law. 

What I am trying to find out is: Does this put control over the 
program of the corporation in the Congress, or in the Budget Bureau ? 

Mr. Semman. The control is in the Congress. It is nowhere else 
but in the Congress. The purpose of the Government Corporation 
Control Act is to provide annual financial control by the Congress. 
It is in section 104, the pertinent provision : 

The budget programs— 
this is section 104 of the Government Corporation Control Act— 
transmitted by the President to the Congress shall be considered and legislation 
shall be enacted making necessary appropriations as may be authorized by law, 
making available for expenditure for operating and administrative expenses 
such corporate funds or other financial resources or limiting the use thereof as 
the Congress may determine and providing for repayment of capital funds and 
payment of dividends. 

The language that is used is brief language. The Congress may 
approve the budget program and put a limitation on administrative 
expenses, which Is customary. But by inserting additional language, 
Congress has full control over how the funds of the Cor poration will 
be used. It is quite the reverse of the ordinary appropriation process, 
which is, perhaps, the source of confusion. 

There, you have to have a specific figure put in the bill in order to 
get the money. In the Corporation, unless there is a specific limita- 
tion set by the Congress in the appropriation act, you are then, other- 
wise, authorized to use the money. 

Mr. Marrs. I was interested in clearing that up because, as the 
bill is presently written—and, of course, you 1 made several criticisms— 
the Corporation would not have to go to Congress for any other sur- 
veillance than that provided here. 
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Mr. Sremman. I think this is, perhaps, where Mr. Norwood’s 
amendment is directed. The Corporation under this provision would 
not have to get legislative authorization for building new generating 
facilities. They ‘could go ahead under the budget program and 
wouldn’t have to come to y the Public Works Committee for authoriz- 
ing legislation. 

Mr. Mares. That is true. 

Mr. Srtpman. Again, the Corporation Control Act does not require 
that in the case of TVA. A rider to the appropriation act required 
the Tennessee Valley Authority to get authorizing legislation for new 
major construction of new generating facilities. 

Senator NEUBERGER. Thank you very much, Mr. Seidman, and your 
associates. I think it would be useful if the two associates who ac- 
companied you gave their names for the hearing record, even though 
they didn’t participate. 

Mr. Seman. | think I gave Mr. Pilcher’s name for the record. 
My other colleague is Mr. Schnoor, of the Office of Management and 
Organization. 

Senator Neupercer. Thank you, very much. We appreciate your 
very thoughtful presentation. 

Our next witness is Mr. C. Girard Davidson, of Portland, Oreg. 

While Mr. Davidson is coming up, I am going to present for the 
record a statement which the committee has received from Mr. Walter 
L. Rice, the vice president of the Reynolds Metals Co. I particularly 
want to call attention to some statistics that Mr. Rice has provided us 
with, concerning the cost of producing aluminum on the gulf coast, 
in the Ohio Valley, and in the Pacific Northwest. He points out that 
the various costs, such as freight charges and so forth, mean that 
the final cost factor in producing aluminum is about 4.3 cents per 
pound in each of the three areas, and he emphasizes that the historic 
low Bonneville power rate of 2.1 mills in the Pacific Northwest is, 
to some degree, nullified by higher freight charges to our area, and 
he points out and emphasizes that the great importance of continuing 
and maintaining the existing Bonneville rate somewhere in the range 
of 2.1 mills per kilowatt-hour to industry. 

Mr. Rice’s entire statement will appear in full in the record. 

(The statement is as follows :) 


STATEMENT OF WALTER L. RIcE, VICE PRESIDENT, REYNOLDS METALS Co. 


The Reynolds Metals Co. appreciates the opportunity to file this statement 
in the hearings before the Senate Public Works Subcommittee on Rivers and 
Harbors, and to present its views with regard to the importance of Pacific 
Northwest power to the aluminum industry, and, in turn, the importance of 
the aluminum industry to the Pacific Northwest economy. Historically, the 
aluminum industry has been attracted to the Pacific Northwest because of the 
availability of low cost hydroelectric power. The major aluminum reduction 
plants of the Northwest were located there immediately prior to and during 
World War II, and it is well known that the availability of Bonneville power 
at that time allowed rapid expansion of the industry, thereby contributing sub- 
stantially to the success of our war effort. At the same time, the aluminum 
industry provided for Bonneville a tremendous base load, operating around the 
clock, 365 days per year. 

Since World War II, there has been very substantial growth of power facili- 
ties in the Northwest, but with relatively minor growth of the aluminum indus- 
try in that region.. Basically, this situation has been the result of the fact 
that the Government has been reluctant to allocate firm power from new dams 
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to the aluminum industry. This policy was pursued even during the Korean 
emergency, when major expansions of the aluminum industry took place in the 
South and Southwest, while the few plant expansions which took place in the 
Pacific Northwest were forced to depend primarily on interruptible power. 

A particular case of the Government’s attitude during the Korean emergency 
relates to our company’s Longview, Wash., reduction plant, which in 1951-52 
was expanded from 60 million pounds per year to 100 million pounds per year 
of capacity. This required an additional allocation of 40,000 kilowatts of 
Bonneville firm power. Our company discussed this with the Government, 
and we were told that while firm power was not immediately available, it 
would be available within a few years, and that the Government would firm up 
with dispatch. 

Under the pressure of the national emergency, our company proceeded, with- 
out a written contract for the power, with all possible speed to finance and 
erect the expanded facilities, only to learn later that the Department of the 
Interior had made other plans for the 40,000 kilowatts and considered that 
they had no legal commitment to Reynolds. 

Over the following years we operated the Longview plant using 40,000 kilo- 
watts of interruptible power from Bonneville, with all of the uncertainties 
and interruptions which accompany the use of such power. During winter 
season after winter season, we were forced to purchase substantial quantities 
of 6- to 10-mill power from others in order to maintain the operation of the 
Longview plant. We at Reynolds cannot help but feel that this is ill treatment 
of a company which as early as 1941 located an aluminum plant in the North- 
west country, an action which contributed in large measure to the start of 
the major economic growth of the region. 

The new preference clause proposed in 8. 2206 is designed to establish priori- 
ties for industrial uses to promote “the diversified economic development” of 
the Pacific Northwest. We feel, however, that it may not establish clearly 
enough a priority for existing industry. If the language were construed as 
not giving priority, the aluminum industry might be faced with an abandon- 
ment of hundreds of millions of dollars of existing reduction plants, with 
serious loss of employment and economic benefits to the area. We feel that a 
first principle to be used in drafting any new preference clause should be the 
assured continuance of adequate firm power to existing industry. 

Except for our controversy on this question of allocation of firm power, our 
relationship with the Bonneville Power Administration has been most satis- 
factory. During periods of water shortage in which our interruptible power 
has been cut off, we found the Bonneville people most helpful in keeping us 
informed as to prospects for the immediate future, and in finding replacement 
power for us from neighboring systems. 

Today, as always, our planning people are giving detailed economic study 
to prospective new locations for aluminum reduction plants. Even in this 
period of recession, we do not lose sight of the fact that the aluminum industry 
is, relatively speaking, in its infancy. Our market analyses and forecasts 
indicate that our industry will double by 1965 and redouble by 1975. ‘Che pro- 
duction of such tremendous quantities of aluminum will require power—lots 
of power. The locations of these future aluminum reduction plants will be 
determined as they have been in the past—on the basis of cold economic facts. 

The facts are these. The location of an aluminum reduction plant is primarily 
determined by three factors: freight on alumina from gulf coast alumina plants 
to the reduction plant, freight on aluminum pig from the reduction plant to the 
eastern and midwestern markets, and the cost of power at the reduction plant. 
These factors are here compared for three regions on an approximate basis: 

1. The Texas and Louisiana gulf coast: In this area, we can obtain gas-gen- 
erated a. c. power for about 4 mills, which, on the basis of 9.0 kilowatt-hours per 
pound of aluminum, is equivalent to 3.6 cents per pound of aluminum. Alumina 
freight is zero, or substantially so, since the reduction plant could be located im- 
mediately adjacent to the alumina plant. Freight on aluminum pig to the mar- 
kets will average about 0.7 cent per pound. The total of these 3 factors is then 
3.6 cents, plus 0.7 cent, or 4.3 cents per pound. 

2. The Ohio River area: In this region we can obtain coal-generated a. c. 
power for about 4.1 mills, equivalent to 3.7 cents per pound of aluminum. Freight 
on alumina barged from the gulf coast will be about 0.4 cent per pound of alumi- 
num. Freight on aluminum pig to the markets will average about 0.2 cent per 
pound. The total of these 3 factors is 3.7 cents, plus 0.4 cent, plus 0.2 cent, or 
about 4.3 cents per pound. 
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3. The Pacific Northwest: If more firm power were available at the historic 
average cost of about 2.1 mills, this would be equivalent to 1.9 cents per pound 
of aluminum. Rail freight on alumina from the gulf coast is about 1.2 cents 
per pound of aluminum. Freight on aluminum pig to the Midwest is about 1.2 
cents per pound. The total of the 3 factors is then 1.9 cents, plus 1.2 cents, plus 
1.2 cents, or, again, about 4.3 cents per pound. 

The above factors are approximate, and are subject to some variation depend- 
ing upon the individual location being considered. However, they do demon- 
strate the approximate economic standoff which results from a comparsion of 
these three regions. Of course, this economic equivalence is predicated on the 
further availability of power in the Northwest at a price in the range of 2.1 
mills. 

As noted above, we have been unable for many years to obtain additional firm 
power at such rates. If new power in the Northwest will not be made available 
for aluminum, or will be made available only at appreciably higher rates, we can 
only conclude that there is little prospect for further growth of the primary 
aluminum industry in the Pacific Northwest. 

As long-time citizens of the Northwest country, we, in company with our 
neighbors, are much distressed by this conclusion. As has been demonstrated 
by many studies of the region (see for example, The Impact of the Aluminum 
Industry on the Economy of the Pacific Northwest, a report prepared by Stand- 
ard Research Institute, June 1954), the aluminum industry has exerted a great 
impact upon the Northwest economy, far greater than is indicated by its direct 
employment. 

The cash which the industry releases results in a major flow of capital in- 
vestment, purchases, and taxes, and it is estimated that the income of three 
other workers is directly dependent upon the paycheck received by the aluminum 
employee. 

In addition, much of the primary aluminum made in the Northwest is today 
fabricated further in local plants to a variety of end products. History has 
shown that aluminum fabricating plants inevitably follow basic aluminum plants 
wherever they are located. 

The Pacific Northwest is blessed with the natural resources from which to 
create a power supply which will attract industry to the region. The resources 
are such that power can be produced at a cost which will compensate for other 
factors, such as transportation costs, which militate against location of basic 
industries there. With intelligent planning on the part of all interested parties 
for proper development of new hydroelectric facilities, the industrial development 
of the Northwest will continue and the aluminum industry will share in that 
growth. 


Senator Neusercer. For the record, Mr. C. Girard Davidson is a 
practicing attorney in Portland, Oreg. He is presently the Demo- 
cratic national committeeman for the State of Oregon, and prior 
to that had widespread Government experience, if I am not mistaken, 
Mr. Davidson, not only in the Tennessee Valley Authority, but also, 
I think you were general counsel for the Bonneville Administration 
and were Assistant Secretary of the Interior under President Truman. 

So, you have had a good deal of experience in some of the problems 
with which we are confronted. 


STATEMENT OF C. GIRARD DAVIDSON, ATTORNEY FROM PORT- 
LAND, OREG., AND PRESIDENT, FRONTIERS CONSTRUCTION CO. 


Mr. Davinson. Thank you, Mr. Chairman. In addition to practicing 
law, I may even qualify as a businessman who has to meet a payrol 
as president of Frontiers Construction Co. We are actively engaged 
in the construction of houses and development of land in the State 
of Idaho, ; 

I want to thank the committee for giving me this opportunity to 
appear so that I may join in endorsing and recommending to the com- 
mittee and the Congress that it establish a Columbia River Develop- 
ment Corporation. 
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I have not had an opportunity to study carefully the provisions of 
S. 3114 and unfortunately, it was impossible for me to attend these 
hearings that you have held except for a very few minutes yesterday 
afternoon and this morning. Therefore, my testimony must be of 
a very general nature. 

But based on my experience in Government, as well as my resi- 
dence in Oregon for the last 18 years, 1 am convinced that a pro- 
gram to guarantee a long-range, coordinated regional development 
on a self-liquidating basis must be inaugurated if the Nation 1s ever 
to realize proper dollar return from its natural resources. 

Hydroelectric power-producing dams, national forests, mining on 
public lands, and the other income-producing projects, are similar in 
that they not only constitute an expense to the Government for their 
development and operation but they also provide an income and re- 
turn on this investment and can ultimately be self-liquidating. 

Establishing accounts subject to congressional control and review 
for these wealth-producing programs makes it easier to allow a fair 
share of their income to be reinvested in new and continuing proj- 
ects. 

In this way a coordinated development program could properly 
displace the annual expensive “on again-off again” appropriation ap- 
proach. 

In every national emergency, recession or budgetary cutback, the 
first appropriations to suffer dangerous cuts are those for our natural 
resource development projects. In reality these resources are the 
Nation’s real capital assets, and in most instances they produce rev- 
enues far exceeding their costs. Stopping such projects because of 
budgetary restrictions is a perfect example of how to kill the goose 
that lays the golden egg. 

We must work toward the separation of those defense and gov- 
ernmental services which, by their nature, must be totally paid for 
by the Public Treasury from natural resource development invest- 
ments. 

For example, the Government’s program for expenditures for the 
intercontinental ballistic missile, for its Armed Forces, for its court 
system and for its regulatory agencies, are totally different in nature 
from the governmental expenditures to build hydroelectric dams or 
access roads in the forest, and to assist in discovery of minerals on 
public lands. 

The public must better comprehend the national budget, and this 
objective certainly cannot be achieved by amalgamating and confus- 
ing capital investments with nonproductive expenditures. 

Capital investment is different from operating expense, regard- 
less of whether it is made by Government or private business. And 
this separation must be made in our Federal tide, 

The Columbia River Development Corporation is a move in the 
right direction. It provides a better administrative organization, 
assures local control through the appointment of a local board of 
directors, allows the Corporation to reinvest its own revenues, allows 
the Corporation to issue and deposit with the Secretary of the 
Treasury its revenue bonds to finance its programs on a self-liqui- 
dating basis, and provides for the comprehensive multiple-purpose 
conservation of water resources, all under the general supervision of 
the Congress and the Executive. 








498 BONNEVILLE PROJECT ACT AMENDMENTS OF 1958 


I commend you and your colleagues for introducing the bill and 
a these hearings so that the specific provisions may be per- 

ected. 

One hope I have, Mr. Chairman, is that the proponents of this 
legislation will not become so embroiled in controversy relating to 
relatively unimportant provisions of the bill that they will forget its 
main objective. Fundamentally, this measure will provide a method 
of financing hydroelectric power development in the Pacific North- 
west that will insure the economic development of our region. This 
is the essential point. To obtain the bill’s fundamental and highly 
important objective we would certainly be willing to compromise on 
secondary matters. For example, whether we have 1, 3, or 5 indi- 
viduals directing the Corporation’s activities is important but not 
critical. We would much prefer having the directors appointed from 
the region, but even this provision might be modified if the Bureau 
of the Budget insists. 

There is one further matter, Mr. Chairman, that I would like to 
add as Democratic National Committeeman of Oregon. As I left 
Portland the night before last, I read a news story in The Oregonian 
dated Thursday, May 22, written by Mervin Shoemaker, the head- 
line proclaiming “GOP for United States Power Setup.” 

The first paragraph of the story reads as follows : 

The Republican State central committee’s approval of the concept of a re- 
gional Federal corporation to finance hydroelectric power development was 
announced Tuesday by William Niskanen, Bend, chairman of the Republican 
Power Policy Committee. 

Since we Democrats are always delighted to give credit to the Re- 
publican Party of Oregon whenever it does something constructive 
concerning the natural resources of the Pacific Northwest, I should 
like very much to have this clipping inserted at this point of the 
record as a part of my testimony. 

Senator Neusercer. Without objection it will be included, Mr. 
Davidson. 

(The document is as follows :) 


{The Portland Oregonian, May 22, 1958] 
GOP ror UNITED STATES POWER SETUP 
(By Mervin Shoemaker, political writer, the Oregonian) 


The Republican State Central Committee’s approval of the concept of a 
regional Federal corporation to finance hydroelectric power development was 
announced Tuesday by William Niskanen, Bend, chairman of the Republican 
power policy committee. 

A bill aimed at setting up such a corporation, introduced by Senator Richard 
L. Neuberger (Democrat, Oregon), will be the subject of hearings May 21-23 
before the Senate Public Works Committee in Washington. 

“The Republican Party of Oregon endorses and approves, in principle, the 
eoncept of a regional Federal corporation to sell the power produced at Federal 
hydroelectric projects in the Pacific Northwest, through sale of revenue bonds, 
to finance the construction of additional authorized Federal hydroelectric power 
projects,” said a statement issued by Niskanen. 

“Such a Federal corporation would supplement the hydropower-development 
programs of existing public and privately owned agencies, provide transmission 
lines to load centers, and, as far as practicable, assure an equitable distribution 
of the benefits of federally produced power among all the citizens of the 
region.” 
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FEDERAL ACT TO CONTROL 


The regional corporation, under this plan, would be concerned only with 
the planning, development, generation, transmission and wholesaling of hydro- 
electric power. 

“Existing agencies would continue to be responsible for the planning and 
development of water resources for all purposes other than power,” the state- 
ment pointed out. “The regional corporation would coordinate its planning 
for hydroelectric power development with all interested agencies to assure the 
full and properly balanced utilization of water resources. 

“Authorized multiple-purpose projects for water resource development would 
be built and operated by existing agencies, and the regional corporation would 
participate in financing that portion of the construction cost allocated to power, 
and would dispose of the power developed. The regional corporation would be 
subject to the provisions of the Government Corporation Control Act, its opera- 
tion would be directed by the Congress, and appropriately controlled by exist- 
ing regulatory bodies.” 

Niskanen’s statement said such a regional corporation would supplant no 
existing agency, “other than the ‘temporarily’ established Bonneville Power 
Administration.” 


(Staff insert :) 


Mr. M. C. MaPEs, Jr., 
Special Staff Counsel. 


DEAR Mr. Mapes? In the hope of clearing up the position of the Oregon 
Republican Party relative to 8S. 3114, I would appreciate it if you would include 
in the hearing record of May 23 at the appropriate place the attached clippings on 
this subject from various newspapers in Oregon. 

You might also include with these clippings the enclosed letter from Mr. John 
R. Churchill, national committeeman for the Young Democratic Clubs of 
Oregon, which states the position of the Young Democratic National Committee 
on this subject. ' 

Very truly yours, 


JUNE 12, 1958 


RicHarp L. NEUBERGER, 
United States Senator. 


[The Capitol Journal, Salem, Oreg., May 22, 1958) 
Witt Power Fiegut Enp? 


Only time will tell what will become of the Oregon GOP’s surprise move 
toward compromise in the public-versus-private-power controversy. 

It may not be enough of a compromise for extreme public power advocates, 
or it may be killed from within by private power stalwarts who think the 
GOP has gone too far toward liberalism. 

Republican leaders under the names of State Chairman Jim Short of Salem, 
and William Niskanen of Bend, head of the party’s power committee, approved 
the Federal regional power bill written by the chief spokesman of the public 
power group, Gus Norwood and sponsored by Senator Richard Neuberger. 
Short and Niskanen, however, made it clear that the approval, while “bipar- 
tisan in spirit” is in principal, not in total. There is disagreement in details. 

However, these details are highly technical and must be put into context in 
one of the most complex of all subjects—power. 

Nevertheless, the approval even in principle appears to be a giant step toward 
eventual solution of a nasty fight which has been deadlocked for a decade. A 
loosening factor in this, we'd guess, has been the perhaps naive but fresh 
approach taken by Jack Binford, outgoing chairman of the Oregon Water 
Resources Board—and this was a time for naivete rather than cynicism. Other 
factors have been a softer attitude on the part of Neuberger and some other 
Democrats, and the calm approach of Republican leadership in Oregon in recent 
months. 

Hell’s Canyon may sometime again become simply a place name. 

The regional power agency as envisioned by both sides would be something 
of a super Bonneville Power Administration set up more comprehensively. 
Yet it would have regional, not national control. Both groups provide for 
perpetuation of existing public and private power distributors such as municipal 
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agencies in Monmouth, Eugene, and many other cities, and PGE and PPL which 
serve Portland, Salem, and other valley points. 

We first heard of a similar proposal in 1950. It was being talked of then 
by people on both sides of today’s fence. It was also mentioned by President 
Eisenhower during his campaign swing through the Northwest, at Seattle, ir. 
1952. But he also used the word “partnership” which became a focal point 
for the controversy, and the regional concept was brushed aside. 

The present bill, despite its source, is not greatly different from earlier 
concepts. 

In such a field, however, sources and details can loom large, as the most casual 
observer of any of the dam battles which have raged can testify. 

But hearings in Washington, D. C., beginning today before a Senate committee 
may tell whether the end of the long war is only years, not decades away. 


[The Bend Bulletin and Central Oregon Press, May 26, 1958] 
Not A@’IN EVERYTHING 


It’s too bad that Elmo Smith, recently Governor of Oregon for several months 
and now a newspaper publisher at Albany, saw fit to take a blast at a policy 
statement issued a few days ago by Bill Niskanen, of Bend. 

Niskanen several months ago was appointed chairman of a committee of the 
Republican Party in the State, and ordered to prepare a statement on power 
policy to be issued by the party. 7 

Niskanen knew at the time that he had a tough job. For any discussion of 
the power situation in the Northwest invariably generates much more heat 
than light. 

He perhaps felt at that time—and rightly so—that Oregon’s Republican or- 
ganization had to get off its recent position in the power field, which is an 
unrealistic one for a political party to embrace. 

Rightly or wrongly—and there is considerably more right than wrong—the 
Republican organization has come to be regarded as in favor of privately gen- 
erated electric power, or none at all. 

(This is in direct opposition to the Democrats, who have been accused with 
some reason as being in favor of publicly generated power or none at all.) 

Niskanen and his committee worked for several months, and came out 
with a rather moderate statement, saying that Republicans, in principle, agreed 
with the creation of a regional power corporation. A bill for the establishment 
of such a corporation was introduced “by request” by Senator Richard L. Neu- 
berger in Congress early this year, and hearings started a few days ago. 

It was against this background that Smith blasted Niskanen and his com- 
mittee, even though the statement the group issued was approved by Jim Short, 
State GOP chairman. 

In part, Smith said: 

“Neither he (Niskanen) nor anyone else was empowered to impose a personal 
power philosophy on the Republican Party as a part of its platform.” 

Whether or not Niskanen was “empowered” to issue any statement, it’s a 
good thing he did. 

The statement was no bell-ringing, rabble-rousing item. As a matter of fact 
it was quite moderate in its view. 

And Republicans, if they want to win any more elections in Oregon, had better 
start adopting some moderate views on the power question, to look ‘for some 
palatable way out of the dilemma in which they have found themselves for the 
past few years. 





[The Salem (Oreg.) Statesman, May 28, 1958] 
Ir SEEMS TO ME 


(By Charles A. Sprague) 


Elmo Smith, former governor and now publisher of the Albany Democrat- 
Herald has been sharply critical of the policy statement framed by the Repub- 
lican “power policy committee” and endorsed by James Short, Republican State 
chairman. This statement, endorsing the concept of a regional power corpora- 
tion, draws Smith’s fire because he insists it was not authorized by the full pol- 
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icy committee or by the State central committee, and so can’t be taken as a 
declaration of position by the Republican Party of Oregon. 

Publication of the statement drew prompt outcries from the private-utility 
crowd who accused the sponsors of the statement with selling them down the 
river, though there may be some doubt as to where the ownership rests. Chair- 
man Jim Short, stands by his action, though conceding he may not have con- 
sulted all the factotums in the party who might want to be consulted. 

Of course nobody can speak for the Republican Party in Oregon. Parties 
lere have been made sterile by the direct primary. No conventions are held. 
Candidates write their own platforms and run on them. At times unofficial or- 
ganizations of the two chief parties have adopted resolutions, but they had no 
binding force. Months ago Short set up a policy committee with instruction 
to try to work out a statement of party policy. Smith was chairman of it 
until he became identified with the Hatfield campaign. The power-policy com- 
mittee got whatever authority it had from this general committee, and Bill 
Niskanen of Bend, who had urged it, was made its chairman. The committee 
had some official status. Publication of the statement was timed to coincide 
with the meeting of Senator Neuberger’s subcommittee which was considering 
a bill for a regional power corporation. 

Well, what is wrong with the idea? Certainly it has some worthy parentage. 
Herb Lundy has been editorializing in favor of it in the Oregonian for several 
years. In the last campaign Sig Unander, considered a Republican conservative, 
spoke in favor of the idea; and Mark Hatfield is said to be sympathetic, though 
he will have to speak for himself. Endorsing the idea is not to approve of the 
pending bill which is strictly the product of the public power people. 

Oregon has been quite steadfast in support of private distribution of elec- 
tricity. At the same time the big Federal program got its start in the North- 
west through the efforts of Senator Charles L. McNary. Moreover the State 
faces a condition and not a theory. Few of the dams listed in the 308 report 
are in Oregon, so our claim on geographic grounds is limited. 

Under the preference clause our private utilities stand to be closed out of 
Federal power eventually. The continual political battle over appropriations for 
Federal projects, for licenses for private projects makes for uncertainty. A 
regional corporation, properly set up, could serve as a supplier of energy to all 
comers, and if made self-financing could keep ahead of consumptive demand. 

To translate the idea into legislation however is not easy. The scheme sets up 
a regional unit of government, though limited in scope. How it should be gov- 
erned and what powers it would exercise call for careful study. Control of 
water remains a fighting issue in the West, and already upriver States are 
protesting the idea, claiming their rights may be invaded. 

We ought not to be afraid of exploring the subject. That is the purpose of 
the present hearings. And Niskanen and his committee aren’t to be condemned 
for speaking their piece, though it must be recognized that they ean’t bind the 
Oregon GOP. 

One virtue of the statement is that at last Oregon Republicans came up with 
an idea. 


{East Oregonian, Pendleton, Oreg., June 2, 1958] 
Tue Fient Gores ON AND THE REGION SUFFERS 


You don’t have to decide who has been right and who has been wrong to 
conclude that development of the hydroelectric potential in the waters of the 
Columbia Basin has been deterred by political warfare. If the conflict of politi- 
cal ideologies had been reconciled many more kilowatts would be at work. 

This conflict has been damaging to the economy of the region, it goes without 
saying. 

It is unquestionably a fact, as a Stanford Research Institute study has pointed 
out, that the availability of low-cost hydroelectric energy has tremendously 
affected the economy of the Pacific Northwest. That Northwest has attracted 
industries that, without the availability of low-cost energy, would not have come 
here—notably light metals. Contrariwise, because development of the region’s 
hydroelectric potential has been greatly curtailed by political squabbles, indus- 
tries that need large supplies of low-cost power have been establishing plants 
in other areas. If the low-cost power were here for them in ample supply they 
would be here. 
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Less than one-fifth of the region’s hydroelectric potential has been developed. 
It is obvious that all available agencies—the Federal Government, private 
power companies, and public power agencies—will be needed to do the whole 
job. There is a place for everybody. However, everybody will not agree that 
this is so. The extremists on one side want the Federal Government to domi- 
nate. Those on the other side want the Federal Government completely re- 
moved, leaving the job entirely to the private power companies. 

Because the people in this region that would be directly benefited by the ex- 
penditure of Federal funds for hydroelectric development have not been able 
to agree on a course of action it has been extremely difficult to get sufficient 
Federal money. Under the best set of circumstances, it would not be easy to 
get large sums of Federal money for the region because the competition for 
Federal funds is intense—every Senator and Representative has a project or 
projects in his State for which he desires Federal financing. Because there is 
lack of agreement within the Columbia Basin, Congressmen from other regions 
find it expedient to say, “Until you get that fight settled there are other places 
where the money can be put to use—where there is no disagreement as to 
desire and need for the money.” 

There has been reason in recent months to think that a way had been found 
out of this deadly deadlock that has had such a depressing effect on the economy 
of the region. 

For several years the Oregonian, this newspaper, and others have been pro- 
posing that the Bonneville Power Administration be replaced by a regional cor- 
poration which would have authority to issue revenue bonds for the financing 
of hydroelectric projects in the Columbia Basin. The private power companies 
have refused to support the plan. But it has had solid support of important peo- 
ple and groups in both political parties. 

Last week hearings were opened in Washington on the regional corporation 
proposal. The private power companies made known their unbending opposi- 
tion. But of far more importance was a statement on power issued by the Re- 
publican Party in Oregon. The statement was prepared by William Niskanen, 
of Bend, at the request of Republican Party leaders and it had the endorsement 
of James Short, State party chairman. The statement said that the Republican 
Party in Oregon endorsed, in principle, the regional power corporation proposal. 

The statement was not cold, however, before the fireworks started. The pri- 
vate power companies—or do-nothing diehards in the Republican Party—opened 
up through their longtime spokesman, Elmo Smith, former Governor of Oregon 
and editor and publisher of the Albany Democrat-Herald. Smith blasted the 
statement, saying that “neither Niskanen nor anyone else was empowered to 
impose a personal power philosophy on the Republican Party as a part of its 
platform.” 

The Bend Bulletin has some advice for Mr. Smith and other Republicans who 
think as he does: “* * * Republicans, if they want to win any more elections 
in Oregon, had better start adopting some moderate views on the power ques- 
tion, to look for some palatable way out of the dilemma in which they have 
found themselves for the past few years.” 

It is to be hoped that Mr. Smith and those who stand with him will realize 
that there is a place for the Federal Government in the development of the 
hydroelectric resources of the Columbia Basin; that assurance of Federal par- 
ticipation through a regional corporation is to be desired. Certainly, they can- 
not point to any proof that the private power companies have been harmed by 
Federal installations in the basin nor that they would be harmed by purchasing 
the output of Federal dams in the future. 

The people who favor a regional corporation have no desire to put the private 
power companies out of business. It would help greatly if Mr. Smith and 
friends would develop the same attitude toward Uncle Sam. 


[The Portland (Oreg.) Journal, June 5, 1958] 
Guest EpIToRIAL: DEVELOPMENT CORPORATION PLAN HAILED 


By Gus Norwood, executive secretary, Northwest Public Power Association 


We hear a lot about comprehensive planning when it comes to development of 
a city or community. It is heralded as a “must” in this age of progressive 
thinking. The look is toward the future, as it should be. 
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But what about our Columbia River? This giant, which has the power poten- 
tial to stimulate regional development to an unprecedented extent, has been sub- 
jected, along with its tributaries, to piecemeal uncoordinated development. De- 
spite the fact that hydroelectric projects pay their own way, actual construction 
has been dependent upon the individual congressional appropriations. 

There is a way to accelerate construction of Federal hydroelectric projects, 
put construction on a businesslike financing program, and lay a firm base for 
consistent employment and economic growth in the Pacific Northwest. 

The solution lies in the Columbia River Development Corporation bill, upon 
which Senate hearings were conducted recently. Senator Richard L. Neuberger 
was chairman in charge of the hearings. 

The bill was introduced January 23 by Senators Neuberger, Morse, Magnuson, 
Jackson, Mansfield, Murray, Hill, and Sparkman. It is a grassroots bill, 4 years 
in the making. Seven drafts were made by the Northwest Public Power Asso- 
ciation—each after comments were received from throughout the region—before 
the bill was perfected into its present shape. 

The Columbia River Development Corporation—a Federal agency governed 
by the rigid regulations of the Government Corporation Control Act of 1945— 
could issue 50-year electric revenue bonds to finance the building of electric 
generation and transmission facilities. Actual dam construction would still be 
by the Corps of Engineers and Bureau of Reclamation. The Corporation would 
succeed Bonneville Power Administration in transmitting and marketing Colum- 
bia River power. 

Marketing policies would be unchanged. The bill is not concerned with 
whether power is sold locally by public or private utilities. Retail distribution 
is strictly a local matter. 

The key to financing these projects lies in low interest rates. Bonds would 
be purchased by the Secretary of the Treasury, insuring lowest interest. Avail- 
ability of low-interest financing spells the difference between development and 
exploitation of a region’s resources. 

Arguments that the Corporation would be an autocracy can be answered best 
by the bill itself. Any thoughtful perusal of the bill would plainly show it 
avoids the all-inclusive approach of a CVA and the do-nothing interstate com- 
pact. The corporation is subject to the same auditing, budgetary control, and 
other requirements of the Government Corporation Control Act, which governs 
the existing 51 Federal corporations. 

While the immediate purpose of the bill is to accelerate Columbia River water- 
resources development by improving the method of financing and administration, 
there is a broader, underlying benefit which the bill will bring. 

It will help reestablish the goal of full employment for the Pacific Northwest 
economy. 


(The Portland Oregonian, June 6, 1958] 


OrEGON GOP STRIKING POWER SHACKLES 


By Herbert Lundy, editor of the editorial page 


The Republican Party organization in Oregon and its candidate for Governor 
have just passed a historic milestone in progress toward a more enlightened 
understanding of the electric power needs of the Pacific Northwest. The power 
policy statement approving the concept of a Federal corporation to plan, finance, 
and build hydroelectric and thermal projects, and to transmit energy to the 
centers of need, has been read into the record of the United States Senate’s 
Public Works Committee. 

More significantly, it has been challenged by lobbyists for private utilities, 
as well as by ex-Gov. Elmo Smith, and has been reaffirmed by GOP Chairman 
James F. Short, with the full approval of the new titular head of the party, 
Secretary of State Mark Hatfield, the Republican nominee for governor. 

In other words, the party leadership is going to stand by its guns and make it 
clear, at long last, that the privately owned utilities no longer have a dominant 
voice in Oregon Republican campaign policies. This stand may cost candidates 
and the party some contributions. But it is the best thing that has happened 
to the Oregon GOP in modern times. 

The Republican policy statement drafted by a special committee headed by 
ex-Representative William Niskanen, of Bend, and approved by Chairman Short, 
gave general support to the Senate bill introduced by Democratic Senator Rich- 
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ard L. Neuberger, and other northwest and southern Democratic Senators, by 
request of the Northwest Public Power Association. It did not approve all the 
details of the bill. But it gave evidence of an active interest of the Oregon GOP 
in helping redraft this measure with the goal not only of meeting the burgeon- 
ing power needs of the entire Northwest, but of assuring a fair share of new 
power in Oregon. 

This policy statement was in conformity with that made by Mr. Hatfield in 
his campaign for the gubernatorial nomination, as well as the position taken 
by State Treasurer Sig Unander, who was one of Mr. Hatfield’s opponents. 
Thus, important leaders of the Oregon GOP are on record as being friendly to 
the idea of a regional Federal power corporation, which would have authority 
to issue revenue bonds to finance new projects. 

This concept is within the framework of Eisenhower administration policy. 
The administration sponsored legislation for self-financing by revenue bonds and 
use of system earnings of the Tennessee Valley Authority and the St. Lawrence 
seaway. Secretary of Interior Fred Seaton has expressed approval of the gen- 
eral concept for the Northwest and stands ready to give assistance where 
needed if there is shown to be real demand for a regional power corporation in 
the region. The position taken by the Republican leadership in Oregon helps to 
show this interest. 

Newspapers around the State have expressed increasing favor for the corpora- 
tion idea, for editors are well aware of the stop-start, slowdown-speedup 
policies of Congress and administrations both Democratic and Republican in 
Federal dam building. The editors are cognizant of the sorry record of political 
disunity and the clash of economic interests which have made it impossible to 
establish an interstate compact which could do the job. They know the chaotic 
nature of planning and accomplishment of the past 2 decades in comprehensive 
water resource development. 

“What is wrong with the idea (of a regional corporation)?” asks ex-Gov. 
Charles A. Sprague in the Salem Statesman * * * “We ought not to be afraid 
of exploring the subject. That is the purpose of the present hearings. And 
Niskanen and his committee aren’t to be condemned for speaking their piece, 
though it must be recognized that they can’t bind the Oregon GOP. One virtue 
of the statement is that at last Oregon Republicans came up with an idea.” 

The Salem Capital Journal says that approval of the regional corporation idea 
“even in principle, appears to be a giant step toward eventual solution of a nasty 
fight which has been dealocked for a decade.” 

“Rightly or wrongly—and there is considerably more right than wrong,” says 
the Bend Bulletin, “the Republican organization has come to be regarded as in 
favor of privately generated electric power, or none at all. (This is in direct 
opposition to the Democrats, who have been accused with some reason, as being 
in favor of publicly generated power or none at all.) * * * The (Niskanen) 
statement was no bell-ringing, rabble-rousing item. As a matter of fact it was 
quite moderate in its view. And Republicans, if they want to win any more 
elections in Oregon, had better start adopting some moderate views on the power 
question, to look for some palatable way out of the dilemma in which they have 
found themselves for the past few years.” 

And the Pendleton East Oregonian says: “It is to be hoped that Mr. Smith 
and those who stand with him will realize that there is a place for the Federal 
Government in the development of the hydroelectric resources of the Columbia 
Basin; that assurance of Federal participation through a regional corporation 
is to be desired. Certainly, they cannot point to any proof that the private 
power companies have been harmed by Federal installations in the basin nor that 
they would be harmed by purchasing the output of Federal dams in the future. 
The people who favor a regional corporation have no desire to put the private 
power companies out of business. It would help greatly if Mr. Smith and friends 
would develop the same attitude toward Uncle Sam.” 

To which this newspaper says, amen. And adds that although ex-Governor 
Smith has the honorary title of a campaign chairman for Mark Hatfield, the 
evidence is clear that he did not speak for Mr. Hatfield or for the Republican 
Party organization in blasting the power policy statement. 
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THE OREGON DEMOCRAT, 
Portland, Oreg., June 9, 1958. 
Hon. RicHArp L. NEUBERGER, 
Subcommittee Rivers and Harbors, Public Works Committee, 
United States Senate, Washington, D. C. 


Dear SENATOR NEUBERGER: President Nelson Lancione has requested that I 
transmit to you a copy of the resolution on the Columbia River Regional Cor- 
poration bill passed by the national committee of the Young Democratic Clubs 
of America at the national committee meeting in Pittsburgh on June 8, 1958. 

Sincerely yours, 
JoHN R. CHURCHILL, 
National Committeeman, 
Young Democratic Clubs of Oregon. 


RESOLUTION PASSED BY THE NATIONAL COMMITTEE MEETING, YOUNG DEMOCRATS OF 
AMERICA AT PITTSBURGH, JUNE 8, 1958 


Whereas the Columbia River is a great national asset representing over 40 
percent of the Nation’s water power potential and many other potential benefits 
such as navigation, flood control, irrigation, wildlife and recreation; and 

Whereas legislation has been introduced in the United States Senate to create 
a regional corporation to improve the method of financing and administering 
the national investment program for the Columbia River ; and 

Whereas the regional corporation bill would apply the principle of capital 
budgeting in the field of natural resources : Now, therefore, be it 

Resolved, That we endorse the Columbia River Regional Corporation bill in 
principle, and that we strongly urge Congress to enact such legislation. 

Mr. Davinson. We welcome this support. I am confident, Mr. 
Chairman, that you and the other eight Democratic Senators who 
have introduced S. 3114 would be happy to welcome as co-sponsors 
of this bill, or the revised version that will be presented as a result of 
these hearings, any Republican Senators who would join in securing 
the early enactment of this legislation. 

Mr. Chairman, for many years the Democratic administration has 
worked assiduously in developing the natural resources of the Pacific 
Northwest. During the time that President Roosevelt and President 
Truman occupied the White House, dam construction in the Columbia 
and its tributaries proceeded so rapidly that new industry and business 
flocked to the region. They were attracted by the low-cost plentiful 
yower that was made available, and the population in the region 
increased approximately 35 percent between 1940 and 1950. During 
the thirties there was a similar large increase in population. 

Since 1952, however—and that is an important date because it is 
the time the new Republican administration took over—there has not 
been a single new start of a Federal dam recommended by the ad- 
ministration in the entire Northwest. Oregon’s per capita income 
in 1952 was $97 above the national average. During 1957 our State’s 
income fell to $80 below the national average. 

Mr. Chairman, I hope that the action of the Republican State 
Yentral Committee means a determination on its part to return to an 
all-out development program of the power resources of our rivers 
which occurred during the thirties and forties. I sincerely hope 
that this means that the Republicans are terminating their allegiance 
with the special interests which have sought to stop Federal river 
development in our region. 

I was happy to hear Dr. Pearl and others of Bonneville testifying 
yesterday on the temporary nature of the Bonneville Act. During 
my tenure at Bonneville Power Administration from 1940 to 1946 
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we were trying a obtain changes from the Congress which would 
make the Administration permanent and which would permit Bonne- 
ville to serve the needs of the region more adequately. Such changes 
are long overdue. 

Proper administration and development of the Government's re- 
sources should not be a political or partisan issue. The willingness 
of the Democrats of Oregon to join in a positive program for the 
development of our State and its resources has certainly been known 
to the Republican leaders. There can be no question about this since 
my election as Democratic national committeeman, for the day after 
election I called Mr. Robert maute, the newly elected Republican 
national committeeman to congratulate him. During the conversa- 
tion, I assured Mr. Mautz that although partisan differences would 
undoubtedly arise during our respective tenures in office, I wished 
to assure him and the other Republicans that when issues vitally 
affecting Oregon were at ware he could be assured of our party's 
and my complete cooperation in bringing about the desired results. 
I desire to renew that pledge more publicly today. 

Your bill, Mr. Chairman, to establish a Columbia River Develop- 
ment Corporation, may therefore well follow the pattern used when 
the Bonneville Power Act was first enacted in 1937. You will recall 
that President Roosevelt then occupied the White House. Our dis- 
tinguished Republican Senator from Oregon, Charles McNary, joined 
with the equally distinguished Senator Homer Bone, a Democrat 


from the State of Washington, in securing its enactment. We want 
to commend this committee on the handling of S. 3114, and assure 


you of our comple e een ition in securing the enactment of its 


basic principles. Thank you. 
enator NEUBERGER. nee you, very much, Mr. Davidson, I 
think with your statement and the statement uf it I have put in the 


record earlier today from Mr. eee tha can be assured that, 
in Oregon at least, support for the gener: 1 idea of a regional corpora- 
tion is on a bipartisan Rasis, I woul L di ke to ask you one question. 

You and Mr. Jourolmon are among the few people I know who 
have experience in the Tennessee Valley Authority and in the Bonne- 


ville Power Administration. S. 3114 has come under attack and 
criticism both in testimony and in messages as allegedly being a 


h 
» 


so-called valley authority. In your opinion is S. 3114, and the gen- 
eral idea of a regional corporation, directly comparable with “the 
Tennessee Valley Authority as you have experienced it? 

Mr. Davinson. Not at all, Mr. Chairman. I think that S. 3114 
doesn’t go anywhere near as far as the Tennessee Valley Authority or 
ne formerly proposed Columbia Valley Administration. Frankly, 

don’t think § 3114 goes far enough in that direction. If I under- 
3 and the propos: al, it only provides for financing and trying to bring 
some coordination in a developmental program of the power resources 
in the Pacific Northwest. This is desirable. I hope this can be ac- 
complished. 

Some of the criticisms Mr. Seidman just made I think are proper, 
and we have to find some way of handling these problems. But as far 
as the handling of all the resources in the Nort hwest, this bill cer- 
tainly is not anywhere near as comprehensive as the TVA or the old 


CVA. 
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Senator Neupercer. Thank you, very much. ; 

Mr. Mapes, do you have any questions of Secretary Davidson? 

Mr. Mapes. I was interested, Mr. Davidson, in your statement con- 
cerning the difference between capital expenditures and current ex- 
penditures, I have sometimes wondered myself about this. Did I 
correctly extrapolate from what you said that you would be in sup- 
port of a capital budget system of accounting for such investments ? 

Mr. Davipson. Yes, I certainly am. I think that we are never 
going to get the kind of resource development in the West that we 
need until we learn to differentiate expenditures for power dams, for 
our access roads in forests, et cetera, those properties which produce 
revenue, from those expenditures for maintaining a police force, run- 
ning the Department of Justice, and current expenditures of that 
kind. Those projects which produce revenue should be a part of our 
capital budget. 

Mr. Marrs. Do you think it is a little bit incongruous, perhaps, that 
the only place that Grand Coulee Dam could appear on our national 
account books would be as a part of the national debt? 

Mr. Davinson. Yes, I do. And I said that this bill is a small step 
in the right direction in trying to create a capital account for our 
power projects in the Pacific Northwest. Considering the billions 
of dollars we spend each year for defense, which add nothing to our 
country’s capital assets, as the same type of expenditure we make in 
building a hydroelectric power dam, which will produce income for 
the Government for 50 or 100 years, doesn’t make any sense to me. 
We should change our governmental accounting system so that the 
American people can understand it. We have always lumped all of 
these expenditures together. 

Mr. Mares. I have nothing further, Mr. Chairman. 

Mr. Davipson. I might add, Mr. Chairman, that I did hear Mr. 
Delzell and Mr. Robinson testify. When I was general counsel of 
Bonneville, back in 1943, the Portland General Electric Co. then was 
yelling “Wolf! We will be shut off from our power supply because 
of the preference granted public bodies in the act.” As I recall at 
that time PGE was purchasing about 80 percent of its requirements 
from the Bonneville Power Administration. I heard Mr. Delzell tes- 
tify this morning that they are now getting over 64 percent of their 
requirements from Bonneville. It is now 15 years later, but they are 
still yelling “Wolf! By 1966 we will not be able to buy any power 
from Bonneville because of the preference provision.” History has 
proved this claim completely false. 

Yesterday Mr. Robinson testified against this bill. The Washing- 
ton Water Power Co. was against Grand Coulee Dam also, although 
Mr. Robinson tried to weasel out of that historical fact too, yester- 
day. These private utilities have always objected to any constructive 
program presented for the development of the power resources of the 
Northwest, But after the power has been developed by Bonneville 
and the other Government agencies, they always come in and try to 
monopolize it. 

I think that eventually the Congress and the people of the North- 
west must wake up to what the private utilities have been doing over 
the years in preventing the proper development of our hydroelectric 
resources. This is one reason I was so happy to see that resolution 
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by the Republican Party, because I think now both political parties 
can probably join forces, relieved of the dead weight of these disrupt- 
ing influences and work together for sound development of the re- 
sources in the Northwest. 

Senator Nevsercer. Mr. Davidson, thank you, very much, for being 


here today. 

Our next witness will be Mr. Alex Radin, of the American Public 
Power Association. 

While Mr. Radin is taking his place at the committee table, I am 
going to include in the hearing record a statement which we have 
just received this morning from the Honorable Robert D. Holmes, 
Governor of the State of Oregon. Inasmuch as I have called attention 
to significant portions of the testimony submitted to us by other people 
who could not be present in person, I would like to note one particular 
paragraph on page 5 of Governor Holmes’ statement. I call attention 
to this because we have had a good deal of discussion this morning 
of the preference clause. Governor Holmes in this paragraph cau- 
tions against any tampering with the existing public power preference 
clause, and suggests that S. 3114, which he supports, should be passed 
“without endeavoring to tamper with the preference policy, and we 
should concentrate on making the law work.” 

That particular paragraph, which is longer than what I have read, 
appears on page 5 of Governor Holmes’ statement. Of course, the 

overnor’s statement will appear in full in the hearing record. 

(The statement referred to follows:) 


STATEMENT OF ROBERT D. HOLMES, GOVERNOR OF OREGON 


As Governor of Oregon, I have been greatly concerned over failure of Oregon’s 
economy to keep pace with that of the rest of the country in recent years. 

During the war years and the period immediately after, the Pacific North- 
west enjoyed a tremendous upsurge in economic activity, in which our per 
capita personal income rose spectacularly, both in terms of dollars and in 
terms of percentage of national income. From a peak reached in 1952 in 
Oregon, however, our relative position has slipped materially. Even though 
we even now see continued growth and tangible evidence of business confidence 
in Oregon’s future—in the form of new regional distribution centers and small 
branch factories being erected with great regularity—the last few years have 
seen very little expansion of major productive enterprise of the sort which 
brings a wake of satellite plants and service employment of substantial pro- 
portions. In contrast to what has happened in some other parts of the country, 
the tremendous wave of post-Korea capital investment has largely passed us 
by. We felt the beginnings of the present depression in Oregon much earlier 
than elsewhere—sensitive as we were to the impact of high interest rates, the 
resulting curtailment of residential construction and demand for lumber, and 
dislocations in the Nation’s agricultural economy. Except for a number of 
one-industry areas elsewhere in the Nation, which have been especially severely 
stricken, we perhaps even now feel the depression more severely than most 
of the country. 

The reasons for this situation are not far to seek. They lie in our lack of 
a broad base of industrial diversification. So long as we must continue to rely 
so extensively upon the economic health and welfare of extractive industries, 
Wwe can expect a continued high seasonality in our employment and an economy) 
which is particularly vulnerable to variations in the business cycle. 

It was in recognition of the need for more industry, and more diversifica- 
tion of industry, that I recommended to our legislature last year the establish- 
ment of a strong State department of planning and development. This depart- 
ment is doing a fine job—as are many other governmental instrumentalities 
and citizens throughout the State—in selling the Nation on the advantages of 
doing business in Oregon. 
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Essential and effective as such efforts may be, however, it takes more than 
salesmanship to build a strong and expanding economy. It takes resources, 
and it takes markets sufficiently large to justify the development of these 
resources. And a really major development of markets close at hand does 
not occur unless we have the kind of industry which creates new jobs and new 
business opportunities. 

We do have vast natural resources—not the least of which, I might add, 
are a climate, scenery, and agreeable living conditions which are unsurpassed 
anywhere in the country and which make people want to move to Oregon and 
to stay once they have arrived. So far as concerns our resource deficiencies, 
I would say that our only really serious deficiency is our lack of energy re- 
sources immediately available for use. We have no coal which is currently 
being commercially mined and marketed. Our oil and gas comes to us over 
great distances. We are periodically threatened with power shortages. 

We cannot do anything about some of these deficiencies—the coal, oil, or gas. 
We can, however, do something about our electric-energy situation if we have 
the will to do so. The Columbia River—the greatest power stream in our Na- 
tion—is at present hardly 15 percent harnessed, and at least 40 percent of the 
Nation’s undeveloped waterpower lies in the Pacific Northwest. If we can 
continue to develop and use this great natural resource at cost levels in line 
with those we have enjoyed in the past, we have at hand a unique means of 
building up a productive capacity of benefit to the whole Nation. 

Naturally, I am interested, first of all, in seeing Oregon developed. But I can- 
not emphasize too strongly that development of natural resources in Oregon and 
other Pacific Northwest States is of tremendous benefit to the whole country. 
Metropolitan centers like New York, Chicago, New Orleans, and San Francisco 
owe their growth to the development and economic expansion of the outlying 
areas beyond them. The strength and well-being of the United States as a nation 
depends upon the general prosperity and well-being of all the regions which 
comprise the Nation. The development of new enterprise in one area doesn’t 
necessarily mean its withdrawal from another, but rather the reinforcement of 
the economy of older trading centers. 

Now it is all very well to give ourselves a good pep talk on the importance 
of knuckling down to the job of harnessing these vast undeveloped resources. 
But all the pep talk in the world isn’t going to help us much if our governmental 
organization for carrying out these objectives continues to function as a built-in 
conspiracy against effective action. For reasons I shall mention, 8. 3114 should 
go a long way toward correcting the flaws in our governmental organization 
which have tended to hinder rather than help in the accomplishment of full 
development. 

Before discussing these, I want to make it clear that, while I have gone over 
this bill myself and have discussed it with advisers in whose judgment I have 
confidence, I am not at this time in a position to comment, line by line, upon 
all its technicalities. I merely comment on what I regard as its salient features. 
Like any good piece of legislation, it has been worked over and reworked, and 
hearings on it, no doubt, will bring forth many more constructive suggestions 
for changes which ought to be made. 

But, like every effort to clean up existing machinery for public management 
of our natural-resource programs, this bill will evoke cries of “socialism” from 
those who have a vested interest in perpetuating confusion. These folks would 
like to fool the public into thinking that management of these resources by 
vast private monopolies is something akin to running a small-town corner drug- 
store. Then there are others who will plaintively ery out, ‘““What’s wrong with 
the way we're doing it now?” 

The best answer to this kind of reckless criticism and irresponsible heel 
dragging lies in observing carefully exactly what this legislation does. 

Let’s see ‘‘what’s wrong with the way we're doing it now.” In this connection, 
we must recognize at the outset some significant characteristics of the kind of 
water-control projects involved here: 

First, we must recognize that these facilities are parts of multiple-purpose 
programs—programs designated to achieve a balanced development of the river 
for all purposes—including flood control, irrigation, navigation, pollution con- 
trol, preservation of fisheries, and recreation. If we are to achieve maximum 
development, we must take into proper account all these nonpower purposes 
as well as power; and, in doing so, we gain certain economies through the 
planned use of joint facilities which may serve power and one or more of the 
other purposes of such development. 
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Second, although a relatively small proportion of the costs of multiple-purpose 
projects is written off for such nonpower purposes within our particular area, 
we must recognize that, quite generally throughout the United States, many of 
these costs for nonpower purposes are traditionally borne by the general public 
or by a particular segment of the public other than those directly benefited by 
these purposes. 

Thus, for example, whether we like these policies or not, we must recognize 
that the costs of flood control and navigation on projects within the United 
States are traditionally charged against the general public, not against the 
beneficiaries of these purposes; and that part of the cost of irrigation is met 
by a subsidy paid partly by the general public through the forgiveness of interest 
and sometimes partly by a charge against power users in the form of higher 
rates than would be necessary without such subsidy. 

As a consequence of these characteristics, we find ourselves in somewhat of 
a dilemma in choosing alternative solutions when we seek non-Federal develop- 
ment of dam sites which lend themselves to a program of multiple-purpose 
development : 

First—theoretically at least—we can let the project go forward on a multiple- 
purpose basis without any Federal participation at all, either in its power or 
nonpower aspects. But this means that the nonpower development as a prac- 
tical matter must be paid out of power revenues. This seldom is a feasible 
approach. Its effect generally is to price multiple-purpose development out 
of the market. 

Second, we can trim here and trim there on nonpower facilities in order to 
render the power development feasible in a commercial sense. This, alas, is 
all too common. What is good for the power developer is not necessarily good 
for the general public, and all too often we find such a tragic waste of resources 
as results from construction of lower dams at the high Hell’s Canyon site, or 
as might have resulted if the Federal Power Commission had gone along with 
private power company plans for construction of the Mountain Sheep and 
Pleasant Valley projects on the Snake River. 

Third, we can insist upon preservation of a multiple-purpose approach under 
a so-called partnership program in which one partner takes over the properties 
which produce revenues and the other takes over the properties which produce 
indebtedness and expense. I submit, however, that the so-called partnership 
approach is bankrupt. Congress, for good reason, persists in refusing to go 
along with schemes by which the Government takes on the liabilities of non- 
revenue-producing programs while corporations organized for private profit 
capture the revenues. Such schemes offend too deeply the sensibilities of the 
American public. 

What I am suggesting here is that there is no just and practical alternative 
to Federal development of those sites which lend themselves to a balanced pro- 
gram of water-resource development for all purposes in our major basins. 
True, there have been suggestions for the creation of interstate agencies for 
earrying forward just such programs as these, and I do not belittle the achieve- 
ments which can be accomplished through some real effort toward interstate 
cooperation. Our western system of interstate compacts for the allocation or 
apportionment of streams has by and large helped materially in laying a foun- 
dation for the orderly development of these streams. 

But even the most ardent advocates of interstate compacts are slow to sug- 
gest their extension to the establishment of so-called action agencies with 
authority to construct and operate the types of projects characteristically de- 
veloped by the Federal Government in the past. A number of our citizens in 
the Columbia Valley, for example, have been enamored of this idea; but, after 
8 years of negotiations in which we at various times have considered this pos- 
sibility, we only this last week abandoned all hope of it. 

Like most governors, I like to see the State governments assume responsi- 
bilities wherever they can, and I deplore any tendency of the Central Govern- 
ment to weaken the local sense of responsibility. We should not blind ourselves, 
however, to the fact that there are some functions which the Federal Government 
can handle better, and the multiple-purpose development of major streams is 
one of them. 

I for one suggest that we finally should recognize that the Federal Government 
is here to stay; that we cease treating the Federal Government as an un- 
friendly foreign power; and that, while doing what we can to perfect State 
participation in the planning of Federal programs, and to preserve existing 
State control over water rights, we should concentrate on the task of improving 
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the techniques by which the Federal Government carries out its programs in 
this field. 

Only in this way will we avoid the evil consequences of continuing the recent 
tendency of Federal Government to withdraw from its responsibilities in the 
conservation and development of our water resources. Only in this way will 
we counteract the present tendency to build the wrong dams in the wrong places 
at the wrong times. Only in this way can we avoid the existing senseless com- 
petition for dam sites among local interests purporting to act in self-defense— 
a competition which inevitably tends to sacrifice important objectives of river 
development. 

S. 3114, as I see it, is one tangible and fairly well thought out method of 
avoiding these damaging consequences. It provides. nothing more than a more 
orderly process for accomplishing what the Federal Government until recently 
was trying to do. The proposed new corporation is really nothing more than a 
Bonneville Power Administration which would be given powers and duties com- 
mensurate with the responsibilities which have been thrust upon it. Approxi- 
mately one-half or more of the electric generating capacity in the Pacific 
Northwest now consists of projects for which Bonneville Power Administration 
is marketing agent. 

The provisions of the bill for augmenting its authority do nothing more than 
to provide a reasonable degree of responsible managerial control over these proj- 
ects and over the development of the new projects which must be built to meet 
future power needs already foreseeable. By facilitating the processes of plan- 
ning, budgeting and financing, the proposal lessens the risk of disrupted con- 
struction schedules which add to the cost of power, add to the dislocation of in- 
dustry dependent upon that power, and add to the confusion and costly rivalries 
that now characterize our river development. 

I would prefer seeing a public-utility responsibility to the entire region writ- 
ten more firmly into the bill—a public-utility responsibility to all distributors 
and all consumers of power within the region. But, in its provision for the is- 
suance of revenue bonds, S. 3114 goes a long way in that direction. 

It is in the public interest that financing of these projects should go for- 
ward on the basis most economical to the affected public. Considering the self- 
liquidating nature of these projects and the long history of financial responsi- 
bility which has characterized Federal development of the Columbia virtually 
since its inception, I see no reason why public funds should not be regularly 
appropriated for these purposes as needed. 

Yet we must recognize the realities of the appropriations process—recognize 
that wide swings in concepts of public policy and the competing demands for ap- 
propriations must inevitably continue to disrupt the orderly financing of Co- 
lumbia River development. The provisions for revenue-bond financing—with its 
interim indeterminate period for absorption of these bonds by the Federal Treas- 
ury—seem to be a sensible compromise. 

The financing provisions thus in effect show promise of guaranteeing that in 
the long run power will be available as needed, on a basis of equality to all 
comers. Once such a guaranty is written into the law and actually given effect 
in practice, we need no longer suffer the fears which discourage the establish- 
ment of power-consuming industry and of the service industries and trades which 
support it. Likewise, we then no longer will have occasion to engage in fruit- 
less debate and confusion concerning any modification or repeal of the so-called 
preference clause. For good reasons of public policy, this clause has been a fix- 
ture in Federal power legislation for more than 50 years, and it shows every sign 
of being as durable in the future. We should not now jeopardize S. 3114 by 
endless debate on so vital a pillar of the national power policy. 

Rather, we should pass this legislation without endeavoring to tamper with 
the preference policy, and we should concentrate on making the law work. 
If we succeed, an abundance of power will eliminate all occasion for any public 
agency having to fall back upon the preference clause. 

In conclusion I wish to note my wholehearted approval of the provisions 
of this bill which place upon the Corporation an affirmative mandate to take 
into account the nonpower values in river development and use. In our desire 
for more industry—for the jobs and business opportunities which flow from 
economic expansion—it is all too easy to ignore and sacrifice these values. 
These provisions of S. 3114 are no substitute for governmental machinery, at 
the Federal or interstate level or both, which seeks a proper coordination and 
balance of all the purposes of river development and use. But absence of ade- 
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quate machinery of this nature is in my opinion not a good excuse for opposing 
so constructive and beneficial a program as 8S. 3114 envisages. 

In this bill, with such technical modifications as may appear in order, we 
have a chance to achieve a substantial measure of what we now lack. Let us 
not lightly pass by this opportunity. 

Senator Neuvsercer. Mr. Radin, we are glad to have you here with 
us. Weare sorry we kept you so long. 

I just want to announce, for the benefit of Mr. Murphy—is Mr. 
Murphy still here? Mr. Murphy, you are a very patient person. We 
would like to conclude about 1 o’clock and wind up our hearing record. 
If you don’t mind waiting until Mr. Radin has concluded, we would 
like to do that, if you can avoid any luncheon appointment until 
that time. 

Mr. Murrnuy. I am interested also in getting through and getting 
back. 

Senator Neusercer. Thank you,so much. You are patient indeed. 

Mr. Radin, we are glad to have you here. 


STATEMENT OF ALEX RADIN, GENERAL MANAGER, AMERICAN 
PUBLIC POWER ASSOCIATION, ON S. 3114 


Mr. Rapin. I would like to read my statement. I will not read the 
second one on S. 2206 but I will read the one on S. 3114, which is 
rather brief. I believe I can complete it in 10 minutes or so. 

My name is Alex Radin. I am general manager of the American 
Public Power Association, a national trade organization representing 
more than 800 local publicly owned electric utilities, mainly mu- 
nicipally owned systems, in 40 States, Alaska, and Puerto Rico. Our 
headquarters are at 1025 Connecticut Avenue NW., Washington, D. C. 

We are vitally interested in the Pacific Northwest, since many of 
the local publicly owned electric systems in that area are members 
of this association. Our interest in S. 3114 stems also from its sig- 
nificance in terms of maximum development of our Nation’s natural 
resources. 

The question raised by S. 3114 is the question of whether the people 
of the United States wish to make full use of one of their greatest 
natural resources. As you know, S. 3114 deals with the optimum de- 
velopment of the Columbia River and its tributaries, particularly with 
respect to power. This river system has the largest amount of unde- 
veloped electric power capacity of any river system in the United 
States. Less than one-fourth the firm power capacity has been de- 
veloped or is under construction. At the present time, the undevel- 
oped power capacity of the Columbia River system represents the 
equivalent of roughly 68 Bonneville dams or 17 Grand Coulee dams. 
Every year that this capacity remains undeveloped, a huge amount 
of energy runs wasted to the sea. 

It seems to us only commonsense that this invaluable natural re- 
source should be fully developed, through the application of well- 
known engineering principles, on a systematic, comprehensive, multi- 
ple-purpose basis. The objective of S. 3114 is to facilitate this kind 
of development. It seems to us high time that the Congress and the 
executive branch establish as a positive and unequivocal objective 
the full and unified development of the Columbia River system. This 
can only be achieved through administrative arrangements and engi- 
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neering plans which respect rather than ignore the unity of nature 
ina great river basin. 

The Bonneville Act of 1937 is not adequate for this purpose. It was 

adopted as a provisional arrangement because it was recognized as 

being inadequate to bring about the comprehensive development and 


; utilization of all the Pacific Northwest water resources. Much has 
been accomplished under the Bonneville Act, but it is becoming in- 
: creasingly apparent that this legislation must be strengthened if we 
, are to achieve even reasonably full development of the river. 
j This committ is aware of the difficulties which have beset the further 
1 development of Columbia River power in recent years and I will not 
recount them here. As you know, strenuous efforts are being made 
by private interests to gain approval for the underdevelopment of 
g important stretches of the river. If these efforts succeed, the full 
1 development of our Pacific Northwest water resources will never be 


possible, but at least the Congress can adopt legislation along the lines 
of 8. 3114 which would protect the remainder of the resources against 
: wasteful underdevelopment. 

Although a certain amount of disagreement and debate over pub- 
lic issues is natural and desirable, the continual controversy over the 





. development of Columbia River power has had its damaging aspects. 
“al If the controversy continues to be as bitter and the resolution of the 
issues as difficult as it has become in the past few years, the further 
“ development of our water resources will suffer, with consequent ad- 
: verse effects on the well-being of the people and the health of the 
s economy of the Pacific Northwest and of the entire country. _ 
a On behalf of our association, I would urge explicit recognition by 
C the Congress of the ever-increasing importance of our water resources 
of and the necessity for establishing soundly conceived, long-range plans 
rs to make the best possible use of them and for organizations capable 
e- of carrying out these plans in ways consistent with good engineering 
ai practices and with our democratic form of government. 

To do this, it is essential to find ways to lift water resource develop- 
ole ment out of the controversy over private versus public power. In 
ast my judgement, S. 3114 or similar legislation would achieve this. I 
je- believe that if all of the utility systems in the Pacific Northwest could 
ith be assured of access to a continuing and adequate supply of low-cost 
Je- power, much of the controversy over who is to build a given dam would 
ted subside. iti Fatt 
de- This is one of the objectives which 8S. 3114 seeks f o achieve. As I 
rel- understand the legislation, the proposed Columbia River Development 
the Corporation would have the responsibility to “meet the anticipated 
ms. net power requirements of the Pacific Northwest” (p. 5 line 14). The 
ant individual utilities would not have to buy power from the Corpora- 

tion and would retain the right to build their own generation but they 
re- would be assured of a supply of economical power from the Corpo- 
ell- ration if they wanted it. 
lti- In the past, there has been considerable fear expressed by the pri- 
ind vately owned utilities in the region that, because of the preference 
the clause, public development of the Columbia River ultimately would 
tive result in denying them access to the major supply of low-cost power 
“his inthe area. ‘This fear would be reasonable if it were planned to under- 
ngi- develop the river and, in total, to provide a low-cost power supply 
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inadequate to meet the need of the consumer-owned and privately 
owned utilities. This fear is unfounded if we abandon a philosophy 
of power scarcity and establish in its place a policy that every utility 
will have access to an abundant supply of economical power. 

This is what S. 3114 seeks to assure. At the same time, it would 
properly retain the preference clause, not as a device for gradually 
channeling the Corporation’s power into the publicly and coopera- 
tively owned utility systems but as a “reserve power” to provide an 
ultimate protection to these consumer-owned systems’ right of access 
to publicly produced power. This reserve power should never need to 
be invoked if the proposed Corporation fulfills its responsibilities. 

By assuring all utilities an access to wholesale power supply and 
thus reducing, if not eliminating, controveries over who was to de- 
velop each dam site, it should be possible to proceed with the system- 
atic and unified development of this resource so as to furnish maxi- 
mum benefits to all of the people of the region. 

The question may be asked as to why a Federal Corporation should 
be set up to assure that the net power requirements of this region 
will be met. My answer is that it is only through some such device 
that full development of the greatest single hydropower resource in 
the United States will be achieved. Certainly, if we choose, we can 
leave the development of this remarkable river and its tributaries to 
be chopped up among numerous individual utilities, we can accept 
underdevelopment at some sites and no development at others. We 
can fail to cooperate with Canada and watch her divert and develop 
water resources that otherwise could be used to mutual advantage. 
But there is no real reason for so unintelligent a procedure nor do I 
think that even this country is rich enough to afford to waste her 
natural resources in so profligate a manner. 

This country has pioneered in the comprehensive development of 
water resources. The most nearly completely controlled and developed 
river system in the world is our own Tennessee River. So it is an 
especially sad fact that we seem now to be resting on our oars, and 
allowing our preeminence in this field to slip to the Soviets. Maj. 
Gen. E. C. Itschner, Chief of the United States Army Engineers, 
testified on the status of Soviet water resourve development on Febru- 
ary 18, 1958, before the Senate Committees on Interior and Insular 
Affairs and Public Works. 

Although you are familiar with the import of his testimony, I 
would like to call attention to General Itschner’s remark that— 


the Soviets have given water resource development a priority second only to 
the development of heavy industry designed to support military programs— 


and to his startling observation that: 


In hydroelectric development, the Soviets already approach us in total installed 
capacity and have individual projects under construction that far exceed any 
American project in capacity. 


General Itschner noted that: 


the Soviet are basing the creation of new economic provinces, including new 
industrial and agricultural complexes, squarely upon multiple purpose river 
development plans. 


This country is engaged in a deadly serious competition with the 
Soviets. If we can avoid another world war, it seems evident that this 
competition will continue into the indefinite future and that our eco- 
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nomic system must function with increasing effectiveness in order to 
compete with and best the growing strength of Soviet Russia and 
her allies. If we are to stay the course, we can hardly be indifferent to 
the basic strength which we can derive from the full development of 
our water resources. 

Today, only about 25 percent of our hydropower resources have 
been developed and almost every region of the country can be strength- 
ened in its power supply, its supplies of water for home, farm, and 
industry, its navigational facilities, in protection against damaging 
floods and in recreational opportunities by the vigorous development 
and use of our rivers. There have always been sound reasons for 
pressing ahead with this. The Soviet competition underscores the 
need and gives it an urgency which we should not ignore. 

In my opinion, S. 3114 1s an especially significant element in an 
overall water resource development effort, because it seeks to estab- 
lish an organization and a policy for the comprehensive development 
of our single greatest undeveloped water resource. 

I would like to interpolate one comment at this point. Our organ- 
ization follows very closely the activities of the Tennessee Valley 
Authority inasmuch as a large segment of our membership consists 
of the municipal utilities that buy power at wholesale from TVA. 

It is my personal observation that the bill presently being consid- 
ered by this committee, S. 3114, represents quite a conservative ap- 
proach, and does not by any means vest in the Corporation the author- 
ity of the TVA. I think some of the testimony by Mr. Seidman this 
morning highlighted the fact that this bill goes far short of the TVA 
approach. For example, his comments about the lack of authority 
given in this bill over some of the other multi-purpose resources indi- 
cate that this bill is far more conservative and less far reaching than 
TVA. 

The provisions of this bill have been reviewed in detail in testi- 
mony by representatives of the Northwest Public Power Association 
and the Washington Public Utility Districts’ Association, both of 
which are affiliates of the American Public Power Association. I 
therefore will not make a similar analysis. We understand that the 
sponsors of the bill are considering changes in some of its detailed 
provisions. However, this does not affect endorsement by the Ameri- 
can Public Power Association of the principles and policies em- 
bodied in S. 3114 and the purposes it seeks to achieve. 

The following resolution on S. 3114, adopted at our latest national 
convention, at New Orleans, La., on May 8, 1958, is attached as exhibit 
A, and I request that it be included in the record of this hearing. 

Thank you very much for this opportunity to express our asso- 
ciation’s views on this very important ban, 

(The exhibit follows :) 


Exnipsit A. PACIFIC NORTHWEST REGIONAL CORPORATION BILL 


RESOLUTION NO. 5 


Whereas the rate of Federal power investment in the Pacific Northwest through 
the appropriations process has not been sufficient to meet the net unsatisfied 
power demands; and 

Whereas Senate bill 3114 has been introduced as an amendment to the Bonne- 
ville Project Act to change the Bonneville Power Administration into the Colum- 
bia River Development Corporation with authority to issue revenue bonds for 
financing power facilities; and 
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Whereas the Northwest Public Power Association and other groups have en- 
dorsed this proposed legislation subject to further refinements in language: 
Now, therefore, be it 

Resolved, That the American Public Power Association endorses S. 3114 in 
principle. 

(Unanimously adopted at the annual convention of the American Public Power 
Association in New Orleans, La., May 8, 1958.) 

Senator Nevusercer. Your statement on S. 2206, which I think re- 
peats some of your views in defense of the preference clause, will like- 
wise appear in the record in full, if that is agreeable with you. 

Mr. Rapry. Yes; I would like that to be done. 

(The statement of Mr. Radin on 8. 2206 follows :) 


STATEMENT OF ALEX RADIN ON §S. 2206 


Our association has a large number of member systems which purchase all or 
part of their power supply from the Bonneville Power Administration. This 
accounts, to a great degree, for our interest in S. 2206, a bill to amend the pref- 
erence and priority provisions of the Bonneville Project Act. However, of 
even more concern to our association are the broader implications of the pro- 
posals made in §. 2206. 

One of the bill’s sponsors has indicated on the floor of the Senate that he be- 
lieves industry should have priority over local publicly owned agencies in the 
disposition of federally marketed power, and S. 2206 apparently has been de- 
signed to accomplish this purpose in the Pacific Northwest. However, if the 
traditional public preference principle is abandoned, the Nation will have taken 
a long step toward a complete national electric power monopoly. For it is clear 
that one real significance of the so-called preference clause lies in its anti- 
monopoly effects. 

We are, therefore, opposed to S. 2206. We urge the committee to reject 
S. 2206, on grounds which I shall present in detail. We further urge that, to 
accomplish the purposes of S. 2206 without the harmful effects it would have, 
the committee approve S. 3114, a bill to give the Bonneville Power Administra- 
tion a permanent and more effective organizational status in the form of a 
Columbia River Development Corporation. 


PUBLIC SERVICE CONCEPT 


Attached to this statement as exhibit A is a list of the Federal laws since 1906 
which have stated and restated the principle that public agencies should have 
the first opportunity to purchase power from Federal resource development 
projects. 

The word “preference” is perhaps misleading, since it implies a special and 
unwarranted privilege. But as Lawrence Potamkin, Washington, D. C., attor- 
ney and secretary of the lawyers’ committee on the National Rural Electric 
Cooperative Association, pointed out in a public debate on the preference clause 
at Montana State University in June 1956: 

“No preference is involved in the preference clause. The preference clause 
is merely a brief statement—and unfortunate in its choice of language—which 
recognizes the fact that in the final analysis the people are the real owners 
of whatever the Government owns and that, therefore, the people themselves, 
through their own electrical service organizations created by them for that 
purpose, should have the first opportunity of purchasing the electric power 
and energy which the Government, as trustee for the people, is offering to sell.” 

This, then, is a question of ownership and purpose. The Federal Govern- 
ment and local public agencies are both dedicated to a public service concept. 
Both are operated on a nonprofit basis. To insert a private industrial user 
of electricity, or a private power company, between the Government and the 
local public agencies would be to give a priority to a business that must have 
an overriding concern for profits rather than for the broad public interest 
elements that must receive first concern from the Federal Government and 














the local public agencies. | 
In short, the preference clause gives first call—and only in cases where there 

is not enough power for all potential purchasers—to public agencies and rural 

electric co-ops which have the same general purposes and objectives as the 

Federal Government which produces and markets the electric power. 
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As Senator Chavez said in the Senate debate on the Niagara power bill in 
May 1956: 

“Preference in disposition of power from such development by a public non- 
profit organization should be given to other public nonprofit bodies. Public 
development and public distribution—the two go hand in hand. They cannot 
be separated.” 

Mr. Potamkin in his Montana State University address also made the point 
that public bodies and rural electric cooperatives get no price preference. In- 
deed, he explains, “the average price paid for Federal hydropower by com- 
mercial companies is less than that paid by the ‘preferred’ cooperatives and 
public bodies.” 

This is because the smaller public agencies and cooperatives do not usually 
have big generating facilities, as the private companies do, and therefore are 
limited to the purchase of firm power. The cheaper secondary power usually 
goes to the private companies. 


THE ANTIMONOPOLY CLAUSE BENEFITS ALL ELECTRIC CONSUMERS 


Mr. Gus Norwood, executive secretary of the Northwest Public Power Asso- 
ciation, said during the Montana State University debate: “* * * the prefer- 
ence clause has become the keystone of the Federal hydroelectric laws. It is 
a deeply imbedded moral ingredient not only of the spirit but increasingly also 
of the letter of the laws.” 

What is the significance of the preference clause? . 

1. By assuring public and cooperative agencies an equitable share of federally 
produced and federally marketed power, the preference clause has had the 
effect of carrying through to the ultimate consumer the mandate, directed by 
Congress in severa’ laws, that electric power should be made available to the 
most people at the li west possible cost. Public and cooperative bodies are devoted 
to the goals of wide.pread use of electricity at the lowest possible electric rates. 
When these local agencies purchase electric power from the Federal Government, 
there is assurance that the benefits of low-cost power supply will be passed along 
to the ultimate consumer, and not diverted into the higher rate structures of 
private power companies. 

2. The low rates and widespread use of electricity which public and cooperative 
bodies encourage have set a competitive example for the private power com- 
panies. Thus the preference clause is good business for the customers of private 
electric utilities, because it has served to bring about lower rates by private 
power companies in the vicinity of Federal projects where the preference clause 
is in operation. 

As Senator Neuberger so well stated during the Niagara debate on the floor of 
the Senate in May 1956: 

“The way to do something for the 95 percent of New York consumers who are 
at present served by private utility companies is to provide for them the low- 
rate yardstick which Niagara Falls and the preference clause could make pos- 
sible. Unless that low-rate yardstick is created, they will continue to be at the 
mercy of the private utility companies for the rest of their lives, and, far into 
the future beyond that point, their descendants will be at the mercy of the private 
power companies, which charge high rates and bring about low consumption. 

“But if we * * * make available immense quantities of Niagara Falls power 
at low rates, with a public power yardstick, the private utilities will have to re- 
duce their rates. That has been the example in the Pacific Northwest. * * * The 
public power preference clause is what 95 percent of New York consumers 
need * * *. The only possible way to bring about the situation we have in the 
Northwest and in the Tennessee Valley, with low rates and high residential 
consumption and high industrial consumption of power, is with the public 
power preference clause.” 

3. By assisting the public and cooperative agencies to set a competitive example, 
the preference clause has played an antimonopoly role. Without the historic 
preference clause to give public and cooperative systems access to Federal power 
supply, these local publicly and cooperatively owned electric utilities would, toa 
great degree, be at the mercy of the private power companies which dominate 
80 percent of the power industry today. This is because of the preference custom- 
ers, generally speaking, are considerably smaller than the private power com- 
panies, and cannot themselves achieve the economies available to the private 
power companies through their large, interconnected systems. 
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The preference clause, by giving local agencies an opportunity to purchase 
adequate quantities of low-cost federally generated power, protects the com- 
munities and cooperatives which have chosen to provide their own electric service. 
This is a check on a private electric power monopoly that already dominates 80 
percent of the Nation’s power-generating capacity. 

If you cast aside the public preference clause in favor of a private preference 
clause, you open the door to a nationwide private power monopoly, unchecked 
by the healthy competitive example of the local public and cooperative bodies. 

In the Senate debate on the Niagara bill in 1956, Senator Neuberger told the 
dramatic story of an interview in 1940 with former Senator Charles L. McNary, 
who said, “All that the preference clause does is to prevent monopoly * * *, 
It really should be called an antimonopoly clause. That would be a better 
description of it.” 

And Senator Lister Hill, of Alabama, during this debate, remarked that “In 
every river basin in the land the embattled people are the St. Georges and the 
power monopoly is the dragon. Let us not forget that our responsibility is to the 
common good, and not merely to the corporate good.” 


S. 2206—ITS PURPOSE AND ITS EFFECT 


Our association wishes to endorse the statements submitted to this committee 
by Mr. Gus Norwood, executive secretary, Northwest Public Power Association, 
and Mr. Ken Billington, executive secretary, Washington Public Utility Districts 
Association, concerning S. 2206. These organizations are affiliates of the Ameri- 
can Public Power Association. 

Their statements have pointed out that up to 1953 there was no indication 
that the preference clause had discouraged industrialization; that the 20-year 
contracts between Bonneville Power Administration and five private power com- 
panies have had the effect of limiting industrialization of the Pacific Northwest; 
and that the real answer to the problems of the Pacific Northwest lies in an 
abundance of low-cost electric power. 

It has also been stated that the provisions of S. 3114 will accomplish the pur- 
poses which S. 2206 intends to accomplish, but without the many detrimental 
effects of S. 2206. 

Our association is opposed to legislation which will undermine the tradi- 
tional preference to public and cooperative agencies in the marketing of fed- 
erally generated power. At its most recent annual convention in New Orleans 
this month, the American Public Power Association unanimously adopted a 
resolution reaffirming its endorsement of the preference clause and opposing S. 
2206. A copy of this resolution is attached as exhibit B. 


Exuisit A. List or LAWS EMBODYING THE PRINCIPLE OF PREFERENCE TO PUBLIC 
AGENCIES 


From 1906 through 1957 the Federal Government has stated, restated, and 
reiterated the principle that public agencies should have first opportunity to 
obtain power available from resource development built with taxpayers’ dollars. 
This preference is stated in the very act authorizing construction of the Trinity 
project by the Federal Government. It has been enacted into law on 19 separate 
occasions. A listing of these preference laws follows: 

1. 34 Stat. 117 (1906), as amended; 43 U.S. C., sec. 522 (1952). 
2. Baker Act of Dec. 19, 1913, c. 4, sec. 6, 38 Stat. 245. 


3. Federal Power Act, sec. 7, 41 Stat. 1067 (1920); as amended, 16 U. 8. C., 
sec. 800 (a) (1952). 

4. 42 Stat. 847 (1922) : 43 U.S. C., sec. 598 (1952) (Salt River project). 

5. Boulder Canyon Project Act, sec. 5, 45 Stat. 1060 (1928); 43 U. 8. C., see. 
617d (1952). 2 

6. Tennessee Valley Authority Act of 1933, sec. 10, 48 Stat. 64; as amended, 
16 U. S.C. 831i (1952). ° "s 

7. Rural Electrification Act of 1936, sec. 4, 49 Stat. 1365; as amended, 7 
U.S. C., sec. 904 (Supp. IV, 1957). say 4 

8. Bonneville Project Act, sec. 4, 50 Stat. 733 (1937) ; as amended, 16 U. 8. C., 
sec. 832¢ (1952). a) hanes o 

9. Fort Peck Project Act, sec. 4, 52 Stat. 405 (1938); 16 U. 8. C., sec. 833e 
(1952). ds lise 

10. Reclamation Project Act of 1939, sec. 9 (c), 53 Stat. 1194; 43 U. 8S. C., sec. 


485h (1952). 
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11. Water Conservation and Utilization Act of 1940, sec. 9, 54 Stat. 1124; 16 
U.S. C., sec. 590z-7 (1952). 

12. Flood Control Act of 1944, sec. 5, 58 Stat. 890; 16 U. S. C., sec. 825s (1952). 

13. River and Harbor Act of 1945, c. 19, sec. 2; 59 Stat. 22. 

14. Act of July 31, 1950, c. 510, sec. 2, 64 Stat. 382 (Eklutna project). 

15. Act of June 18, 1954, c. 310, sec. 1, 68 Stat. 255 (Falcon Dam). 

16. Atomic Energy Act of 1954, secs. 44, 182 (c), 68 Stat. 929, 954; as amended, 
42 U.S. C., secs. 2064, 2282 (c) (Supp. IV, 1957). 

17. Trinity River Division Act of Aug. 12, 1955, c. 872, sec. 4, 69 Stat. 720. 

18. Small Reclamation Projects Act of 1956, sec. 5 (f), 70 Stat. 1046; as 
amended, 43 U.S. C., sec. 422e (Supp. IV, 1957). 

19. Niagara River Hydroelectric Power Project Act, Public Law No. 85-159, 
85th Cong., Ist sess., sec. 1 (b) (1), Aug. 21, 1957). 


DXHIBIT B. PREFERENCE CLAUSE 
RESOLUTION NO. 6 


Whereas the American Public Power Association has consistently supported 
the preference or antimonopoly clause which has been enacted by Congress in 
many laws starting with the Reclamation Act of 1906; and 

Whereas the preference clause has definitely operated in the public interest 
in encouraging home rule, in preventing monopoly, and in helping to provide a 
yardstick in the electric utility field ; and 

Whereas the Case amendment to the omnibus rivers, harbors, and flood control 
bill, S. 497, would weaken the preference clause in the Missouri Basin; and 

Whereas S. 2206 would have a similar effect in weakening the preference clause 
in the Pacific Northwest: now, therefore be it 

Resolved, That the American Public Power Association reaffirms its endorse- 
ment of the preference clause and opposes S. 2206 and the Case amendment to 
the omnibus rivers, harbors, and flood control bill. 

(Unanimously adopted at annual convention of American Public Power Asso- 
ciation in New Orleans, La., May 8, 1958.) 


Senator Neusercer. I am very pleased that you have endorsed on 
behalf of your very far-flung organization S, 3114, which I think 
offers some reasonable solution with improvements and amendments 
and refinements of bringing about greater and more speedy develop- 
ment of the great resources of the Columbia River. 

I would like to ask you about one thing regarding the preference 
clause and tell you what disturbs me. 

As you know, I have always been a supporter of the preference 
clause. I feel that essentially it has been wise. I feel that without it 
we would not have secured the great advances in rural electrification 
which have been accomplished in the Northwest over the past 20 years 
and which have been so important to the happiness and comfort of 
people on the farms. 

Howe ver, I believe a principle is a principle and once you start.to 
erode it or change it in one place it is very difficult, then to,say that it 
shall not be toue hi «1 in another pl ace, 

I know of four places in the Nation—and there may be more—but 
I know of four places in the Nation where the preference clause has 
been modified or altered or diminished in some degree, and either 
without strenuous objection from the public power groups or even 
with the cooperation of the public power groups—and let me enumer- 
ate what they are. One is Priest Rapids; two is Hungry Horse; 
three is the proposed, Hells Canyon bill. And four is the Case reserva- 
tion in the omnibus rivers and harbors bill. 
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In view of those things I would like to ask your opinion about some 
of the suggestions made about modification in the preference clause 
in the Bonneville Act. I think you are aware of each one of those 
situations that I have outlined. 

It seems to me that these necessarily change the aspect of any public 
power advocate when he looks at the preference clause, because, as I 
say, here are four instances where it has been modified or proposed 
to be modified, and the public power people have either not objected 
or they have actually collaborated in the modifications. 

I think that to some degree your organization and the other public 
power groups should address themselves to that situation. 

Mr. Rapry. I would say with respect to the last example, the Case 
amendment, we are definitely opposed to that. In the others, I think 
you have highlighted what is possibly dereliction on the part of our 
organization in not objecting to them. I am not sure we acquiesce in 
those modifications at all, even though we may not be on record pub- 
licly in opposition to them. 

Senator Nrupercer. Let me review them just so the situation is 
clear. First, at Priest Rapids, a Federal dam that would have been 
added to the Federal system, was deauthorized ; isn’t that correct ? 

Mr. Rapin. That is correct. 

Senator Neusercer. If I am not mistaken the public power groups 
certainly in the Northwest actively advocated that ? 

Mr. Rapin. I think generally they were in support of that; yes. 

Senator Neusercer. Then at Hungry Horse a reservation was made 
for the State of Montana, a geographic reservation. I was not a 
Member of the Congress when the Hungry Horse authorization went 
through, but I do not know of any public power groups that op- 
posed it. 

Mr. Raprn. I couldn’t say. 

Senator Neusercer. Certainly I couldn’t pass on that. 

Three, the Hells Canyon bill, with a 500,000-kilowatt reservation 
for Idaho, was actively supported by all the public power groups, 
I am very happy to say. I only wish the support had been more 
successful to date. But I do not know, and I sat through all the 
hearings, conducted some of them, both in Washington and in the field, 
and I am not aware that any public power group ever objected to the 
500,000-kilowatt reservation for Idaho, are you? 

Mr. Rapin. Not that I am aware of. 

Senator Neusercer. Now as to the Case amendment for South 
Dakota, to my knowledge no public power group objected on that 
until the bill had been returned to committee after its veto by the 
President. When it originally went through the Senate and when 
it was in the form of a conference report I do not know of any objec- 
tions by public power groups to that. 

Mr. Rapin. Frankly, I think we just overlooked that somehow, or 
neglected to catch the significance of it. It was called to our attention 
later by some of our member systems from Nebraska. We were quite 
concerned about it when the bill got over on the House side. My 
recollection is that that provision was eliminated on the House side. 

Senator Nreupercer. It was returned to conference. 

Mr. Raprn. It was opposed by public power supporters. 

Senator Neusercer. It was put back in conference. 
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Mr. Rapry. It was. We opposed it on the House side and so 
stated our objections to Members of the House Public Works Com- 
mittee 

Senator Neupercer. I am glad to have the record clarified. 

Mr. Raprn. I think there was also some objection on the floor of 
the Senate by Senators from Nebraska. 

Senator Neusercer. The Senators from Nebraska made some ob- 
jection when the conference committee report came back. I don’t be- 
lieve they objected when the bill went through the Senate originally, 
but I am not certain. I know they did voice some objection when we 
received the conference report. You were here I think when some 
suggestions were made that the preference clause be modified to this 
degree: That there be a fair and equitable allocation of the power 
among the various States of the Columbia Basin. Would the Ameri- 
can Public Power Association object to such a provision, providing 
that within each of those individual States the preference clause 
still operated ? 

Mr. Raptn. I am quite sure we would object, Senator. That is 
essentially the same sort of provision that was proposed in the Niagara 
legislation, and actually was adopted in the bill that was finally ap- 
proved by the Congress . We objected very strenuously to those pro- 
visions in the Niagara bill, and I am quite sure we would do the 
same for the same type of principle being adopted in this bill. 

Senator Neunercer. I want to make sure of one thing in the 
Niagara bill. You are probably better informed on that than I am. 
In the Niagara bill did the preference clause still operate within each 
State ? 

Mr. Raptn. Yes; it did operate within each State. But the alloca- 
tion was quite disproportionate to the number of preference users in 
each State. So that in effect New York State was granted a tre- 
mendous block of power in proportion to the preference customers in 
that State, whereas Pennsylvania and Ohio were granted a totally in- 
adequate share of power for the preference customers in those States. 
And that is the type of problem you get into when you start to allo- 
cate power between the States. 

Senator Neupercer. Except as I remember in the Niagara bill there 
were specific percentage allocations; is that not correct ? 

Mr. Rapin. That is correct. 

Senator Nrusercer. Whereas I am asking you about an allocation 
that would be described as fair and equitable among the States. That 
would be to some degree different, would it not ? 

Mr. Rapin. I am sure that those who proposed the specific alloca- 
tions thought that they were being fair and equitable. 

With respect to the subject you raised earlier, Senator, I would 
merely say that we, for one reason or another, don’t get on record on 
everything in which we are interested. And the fact that we may 
not be on public record for one thing or another does not necessarily 
indicate that we don’t feel strongly about the issue. I would say that 
our views on S. 2206 stand, and we feel just as strongly about them, 
and they are just as valid in my opinion whether or not we are on 
public record on a few other related issues. 

Senator Nrusercer. What I am asking about is the general matter 
of the preference clause because I don’t think that there is any doubt 

28333—58—— 34 
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of one basic fact, and that is that all the public power groups in the 
Nation did favor a specific allocation of power to a particular State at 
Hungry Horse and in the Hells Canyon bill. 

Mr. Raprn. I am not so familiar as to the reason that was done in 
either case. I suspect that in the Hells Canyon case there were pos- 
sibly some political realities that had to be taken into consideration. 

Senator Neuspercer. Let me ask you this about political realities. 
Let’s say Oregon has two Senators about 1964 and 1965, which I as- 
sume will be the case. I don’t know anything about their identity, but 
Oregon will have 2 Senators and Oregon will have 4 or 5 Representa- 
tives. Do you think, if the withdrawals of power from Oregon take 
wine that Mr. Goldhammer remarked would take place, that those 
Senators and Representatives should not make every reasonable and 
fair effort to see to it that Oregon gets a share that is substantial of 
the Columbia River development system ? 

Mr. Raprn. I think they should do so but in an entirely different 
manner. I would think that rather than operating on the basis of 
scarcity, which this proposal rests upon, a better approach, and one 
which I think provides greater ultimate benefits is to support S. 3114 
and get the adoption of that bill rather than try to divide up what may 
appear to be a scarcity. I think your suggestion is based on an in- 
correct assumption. 

Senator Neusercer. But the point is that in the nature of things, to 
construct great dams takes a long time. And Mr. Goldhammer said 
that these withdrawals would take place. And he stated it categor- 
ically. Therefore, even if power is generated in the future, these with- 
drawals are prospects in the early or middle part of the 1960's. 

I am just saying, inasmuch as you mentioned political realities, if 
the Senators and Representatives from Oregon will not then confront 
political realities, 

Mr. Rapin. I was not here. I was out of town when Mr. Gold- 
hammer testified and I am not acquainted with his testimony. I would 
refer you to statements made by Mr. Davidson earlier this morning 
about the same assertions being made by the private utilities 7 or 10 
years ago or more—and they are still crying “wolf”’—and yet these 
dire predictions have not come to pass, 

I would have some reservation, serious reservation, as to whether 
these predictions are warranted. 

Senator Neusrercer. Nobody has more reservations than I about 
some of the things said by the private utilities, and I emphasized 
yesterday, when Mr. Robinson was on the stand, the record of his 
company in the past on many things where their prophecies had been 
very bad. But I don’t. put Mr, Goldhammer in that category. Mr. 
Goldhammer to me is a very impartial, objective, experienced public 
servant, and judicious in his statements. When he say these things 
T don’t put it in the same category as coming from a partisan utility 
business. 

I will ask you one further question and not detain you any longer. 
I told you once that Charles McNary described to me the preference 
clause as an antimonopoly clause. What would the American Public 
Power Association say if there was written into the preference clause 
in the Columbia Basin merely something like this: No more than 45 
or 50 percent of the energy produced in the Columbia River system 
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shall go to any one State in the Pacific Northwest, to prevent the 
power from being monopolized by one State. 

Mr. Rapin. I am not sure I would be prepared to answer that ques- 
tion at the present time, Senator. I would like to give some further 
thought to the sources of power from that system, and various other 
factors that would be involved. 

Senator Neusercer. The dam site is a capricious thing. A dam can 
be built at one place because there is a sudden fall in the river, or be- 
cause there is a firm bedrock, or there is a canyon wall of granite or 
solid basalt that won’t crumble. But the power is made by water 
that comes from all over the basin from many States, many mountain 
ranges, many tributaries. 

I wonder if, perhaps, there might not be some solution here if we 
wrote a ceiling into the preference clause just to keep virtually all 
the power, or an overwhelming proportion, from going to any one 
State, and still let the preference clause prevail within each State, but 
to write a ceiling on it. I realize you have to speak for a great organi- 
zation that acts by resolution and board of directors and convention. 
I don’t want to commit you to it because I realize you can’t speak 
for your organization. 

But I would—you have board of directors meetings and so on— 
I would like you to explore such a proposal as this, to explore some 
of the others that have been made, as to fair and equitable distribu- 
tion, but still allowing the preference clause to govern inside the 
boundaries of each State, and then perhaps at a later time you can 
give us the bénefit of your views on that in writing. 

Mr. Raprn. I will be glad to do so. I still feel that the question is 
based on a premise of a limited amount or shortage of power, and 
I think that the answer is really in making an abundance of power 
available through S. 3114. 

Senator Nreupercer. Yes; but so many things come around and meet 
themselves. Just as a change in the preference clause is based on a 
shortage of power, as you properly emphasize, so is the preference 
clause itself based on a shortage of power. I mean if we knew we 
would have a complete abundance of power as far into the future as 
the eye can see, to quote one of Tennyson’s poems; we wouldn’t need 
the preference clause nor to change the preference clause. Isn’t that 
true? There would just be enough power for everybody. 

Mr. Rapin. That is true. 

Senator Neusercer. So both things are predicated on that. 

Mr. Mapes, do you have any questions? 

Mr. Mares. I don’t think so. 

Senator Neupercer. Mr. Radin, thank you so much. You are al- 
ways a very effective witness. We are glad to have you here. 

Mr. Rapin. Thank you very much. We appreciate your continuing 
support for the preference clause. I know that you have been a great 
advocate of it, in principle, throughout the years. 

Senator Nrunercer. I have been a great advocate of it, but when 
I see modifications taking place elsewhere and I see very little protest 
on the part of some of those who insist it should remain unchanged 
in the Pacific Northwest, I have to be governed by certain facts as 
they exist, too. I just want you to know that. 

Mr. Rapin. I think we should just be more diligent in the future. 
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Senator Neusercer. Thank you. 

Mr. James E. Murphy, representing the Governor of the State of 
Montana. Mr. Murphy, you are very patient. 

Mr. Moureny. And you might add “understanding” to that, too. 

Senator Nevsercer. I will add “understanding” and I hope you will 
tell Governor Aronson that we regard you as very patient and under- 
standing. 

Mr. Mourreny. Senator, I have also statements from various organ- 
izations who knew I was coming. Would you like those inserted now 
or later? 

Senator Neupercer. Any time that you care to in your presentation, 
to have these statement included, will be quite agreeable with us. 

Mr. Murpny. While I have them here m: iy I go ahead with these ? 

Senator NEUBERGER. Yes. 

Mr. Murrny. There is a statement by George Diehl, the president 
of the Montana State Farm Bureau. I have the original and 15 copies. 
May I ask that the original of that statement be included in the 
record ? 

Senator Neusercer. It will appear in the record. 

(The statement of Mr. Diehl follows:) 


MoNTANA STATE FARM BUREAU, 
Bozeman, Mont., May 16, 1958. 
Hon. RicHarp L. NEUBERGER, 
Senate Committee on Public Works, 
United States Senate, Washington, D.C. 


Dear SENATOR NEUBERGER: As president of the Montana State Farm Bureau 
Federation, I want to express to you and to the members of your committee 
my opposition to Senate bill 3114, which seeks to establish a Columbia River 
Development Corporation. 

As you undoubtedly recognize, water and water rights are extremely important 
to the economy of Montana and to the Montana farmers who rely upon irriga- 
tion in making their living from the land. I have reviewed the proposed legis- 
lation and find in it language which would threaten the existence of all water 
rights in the western part of Montana which is included in the Columbia River 
Basin. 

I refer to section 12 of the bill, which would permit the Columbia River De- 
velopment Corporation to control absolutely the construction, operation, or main- 
tenance of any water control structure on any river in western Montana or its 
tributary. 

My reading of the bill forces me to conclude that the Corporation which would 
be set up by this legislation would be able to deny any person or agency the 
right to build any type of structure, dam, retention facility, or diversion fa- 
cility on any tributary of any western Montana river flowing into the Columbia. 
Because of this, it is obvious that Montana’s water laws and the water rights 
that are protected by these laws would be worthless so far as protection of the 
rights of any water user or irrigator. 

Montana predominantly has an agricultural economy and I am strongly op- 
posed to any legislation which would have the effect of weakening or destroying 
that economy. I am convinced that Senate bill 3114 would do just that. 

I am further opposed to this proposed legislation because I feel it generally 
follows the lines of previous valley authority bills, which were designed to es- 
tablish a strong, politically controlled regional agency that would promote public 
power and socialized control to the detriment of the various States and the 
principle of States rights. 

I respectfully urge your committee and the Congress to defeat this harmful 
legislation, and I ask that this letter be incorporated into the record of your 
hearings. 

Sincerely, 


GrorGE DIEHL, President. 
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_Mr. Murpny. Also I have the statement of the Montana Reclama- 
tion Association, signed by Harold Hagen. May the original of that 
appear in the record ? 

Senator Neupercer. Of course. 

(The statement of Mr. Hagen follows :) 


MONTANA RECLAMATION ASSOCIATION, 
May 19, 1958. 
Hon. DENNIS CHAVEZ, 
Chairman, Public Works Committee, 
Senate Office Building, Washington, D.C. 

DEAR SENATOR: We want to express the strong opposition of the Montana 
Reclamation Association to the creation of a Columbia River Development Corpo- 
ration as provided for in S. 3114 which your committee is now considering. 

The Montana Reclamation Association is organized to plan, promote, and 
consummate a comprehensive system of land and water development and utiliza- 
tion for the entire State of Montana. We have studied the problems of such 
a program and have always reached the conclusion that the best results are 
obtained when the individual States have full control over the development 
within their borders. 8S. 3114 would take this control from the States and give 
it to the five-man Board of Directors of the Corporation. 

Our association has consistently supported and urged the adoption of a Co- 
lumbia Interstate Compact Commission, feeling that through such an organiza- 
tion we could realize workable and effective cooperation among the States of 
the Columbia Basin and still safeguard the rights of the States. The adoption 
of 8. 3114 would sound the death knell of a compact commission. 

The provisions of S. 3114 empowering the Directors of the Corporation to call 
for water delivery where needed for power generation would jeapordize the 
use of water on irrigation projects throughout western Montana. 

S. 3114 concentrates far too much power in the hands of a few men; it may 
lead to the socialization of our electric power industry and so do damage to 
our free enterprise system; it would give a five-man Board the appropriative 
powers now reserved to the Congress; would create a superstate in a region 
which has consistently rejected such action; disregards the sound concepts of 
conservation and reclamation which we have always promoted; would cost the 
taxpayers of the Nation billions of dollars to benefit one area; and would cause 
irreparable damage to our present economy. 

Your committee’s consideration of our beliefs is appreciated and we urge you 
to reject this very undesirable legislation. 

Very truly yours, 
Haroip HAGEN, President. 


Mr. Murrny. I have the statement of the Montana Chamber of 
Commerce, signed by Mr. William H. Browning, the executive vice 
president, and I ask that a copy of that statement be inserted in the 
record. 

I have the further statement of the Upper Columbia Development 
Council, signed by Mr. Ray Loman, president, and I ask that that be 
included in the record. 

(The statements follow :) 

MONTANA CHAMBER OF COMMERCE, 
Helena, Mont., May 16, 1958. 
Hon. RICHARD NEUBERGER, 
Senate Public Works Committee, 
Washington, D.C. 

DeaR SENATOR NEUBERGER: We have studied the bill, S. 3114, to amend the 
Bonneville Project Act to establish the Columbia River Development Corporation, 
and wish to submit our opposition, because this legislation would be an in- 
fringement on the economic freedom and rights of the people in Montana and the 
region, 

We have opposed in the past, and oppose again, the principles of valley-au- 
thority proposals. We believe this bill follows valley-authority principles which 
would create broad powers over the people of the region and would be detri- 
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mental to the interests and freedom of Montanans. It puts a regional authority 
over State sovereignty, to which we are totally opposed. 

Under our statement, a water-use policy for Montana, submitted to the Com- 
mission on Organization of the Executive Branch of the Government, June 28, 
1954, we reiterate—point 11: “That the issue of power development is one of 
subsidized power produced by tax-exempt agencies of government versus power 
generation and transmission by taxpaying enterprise’, and “that private enter- 
prise be permitted and encouraged to develop the water resources for the bene- 
fit of the State insofar as they are willing to accept the responsibility.” We 
feel S. 3114 would add further Federal controls and regulations on the power 
operations of the region and would hamstring the taxpaying, free-enterprise 
efforts of the region. It would further create additional tax burdens on the 
taxpayers by promoting a subsidized, tax-free power program competing un- 
fairly with our taxpaying, private-enterprise operations. 

This bill, we think, would take our already too big Federal Government fur- 
ther down the socialistic road in promoting the cause of public ownership in the 
region. 

The Corporation, under this bill, would exercise authority of unusual mag- 
nitude even to the extent of directing the Secretary of the Treasury to purchase 
bonds issued by the Corporation at lower than cost interest rates, and, appar- 
ently, puts itself even above the Federal Government jurisdiction and regulation. 

The bill threatens all State water rights by water users in any State. 

For these and other reasons, the Montana Chamber of Commerce stands in 
vigorous opposition to this bill, S. 3114, and request this statement be placed 
in the record because we are unable to appear in person. 

Sincerely, 
WILLIAM H. BROWNING, 
Executive Vice President. 


Uprer COLUMBIA DEVELOPMENT COUNCIL, 
Ronan, Mont., May 16, 1958. 
Re current hearings on 8. 3114, seeking the creation of a Columbia River Develop- 
ment Corporation 
Senator DENNIS CHAVEZ, 
Chairman, Public Works Committee, 
Senate Office Building, Washington, D. C. 

Dear SENATOR: On behalf of the Upper Columbia Development Council, I 
wish to submit the following, which represents the views of our organization 
and its membership concerning the creation of a Columbia River Development 
Corporation as provided in §S. 3114, which your committee now has under 
consideration. 

In our study of a copy of the proposed legislation, we feel strongly that itis a 
version of the Columbia Valley Authority under another name. That the pro- 
ponents of the act have seen fit to disguise the act in this manner is indicative 
of the rank-and-file opposition that exists in the Pacific Northwest to the 
authority type of water-resource development. The creation of a corporation 
instead of an authority does not lessen the dangers to the rights of the States 
and individuals directly affected by the act. 

In our analysis of the act, we find the following items to be most objectionable 
and inherent of dangerous repercussions to our economy and social structure. 

The act would require that, before any water-resource project in the region 
could be constructed, it must have State and Federal Power Commission approval 
and approval of the Corporation. In effect, this provision gives the Corporation 
the right to veto any project in the region, even if the project has the approval 
of the State and the FPC. 

The danger of such a power is evident. And we are particularly concerned 
in that the act provides that this power will reside in a five-man Board of 
Directors which, in the words of the act “profess a belief in the feasibility and 
wisdom of this act.” 

Nor do we believe the rights of the States and individuals are protected by 
the provision creating the Advisory Council. This council would be composed 
of 15 members, 11 of which are Board appointees. The Board, through its broad, 
regulatory powers (sec. 9) can, in the name of national security, censor or 
arbitrarily limit access to information available to the Advisory Council. In 
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effect, the Board can create a rubberstamp group reacting to the Directors’ 
desires rather than in the public interest which, we believe, is contrary to the 
intent behind the creation of the Advisory Council. 

The act involves giving the Corporation powers that are awesome. The as- 
sumption of respectability by exploiting the general public’s respect of the cor- 
poration concept of economic organization does not lessen the dangers that go 
with concentration of power. For, as a Federal corporation, the body would 
be above the State and Federal regulatory agencies which protect the public 
interest in the case of non-Federal corporations. Throughout the bill are pro- 
visions which give the Corporation authority over the States and individuals 
that now repose in the Congress and the individual sovereign States, 

For example, the corporation would have the right to issue revenue bonds to 
finance its broad activities without any specific limitation or specific approval 
of Congress. The act authorizes and directs the Secretary of the Treasury 
to purchase any obligations of the Corporation at 214 percent interest out of 
funds raised through the Second Liberty Loan Act, which is selling bonds at 
over 3 percent. In addition to subdizing the Corporation, the Congress is being 
asked to surrender its control over the purse strings. 

The act is misleading in that many assume that the Corporation will pay 
the costs of entire projects constructed by it. However, study of the act reveals 
that all nonpower benefits of projects will continue to be paid by direct appro- 
priation from the Treasury or beneficiaries of the reclamation or irrigation 
aspects. The danger here is that the allocation of these costs are surrendered 
by the Congress to the Corporation and the President. With the Corporation’s 
prime responsibility of producing power, it is readily apparent that such powers 
of allocation can be subject to manipulation in favor of the power aspects of the 
projects and the taxpayer will be subjected to assuming more than his share of 
the project costs. 

The act opens the door to a full-scale invasion of the power industry by the 
Federal Government. Traditionally, the Federal Government’s role in power 
production has been limited to hydroelectric developments which were an ad- 
junct to multipurpose projects rather than the prime purpose of the projects. 
It is questionable that the Federal Government through this or similar cor- 
porations should be permitted to enter into virtually unrestricted competition 
with non-Federal and taxpaying private enterprise. 

Under the act, the Corporation would be in the power business primarily by 
any and all means of generation. Its veto power over projects would enable it 
to monopolize the industry in the region within a few years. While it is limited 
to construction of projects in the four States covered by the act; there is not 
included in the act any specific limitation on the Corporation’s marketing area. 

Despite the fact that the act contains many statements which would indicate 
the Corporation’s responsibility for comprehensive water resource development, 
there is nothing specific that would indicate that it would have to consider any 
other aspects than those now considered as criteria in licensing projects by 
the Federal Power Commission. 

Water resource development of the Columbia River goes beyond power pro- 
duction. There is controversy in many areas. The act provides for an ob- 
jective in flood control of a flow of 600,000 cubic feet per second at The 
Dalles, Oreg., which would cost, in the September 1957 estimates of the Corps 
of Engineers, about $1.7 billion in new projects. These projects would include 
several of these highly controversial projects—Paradise, Flathead Lake Outlet, 
Nez Perce, Bruces Eddy, and Penny Cliffs. 

We fear the creation of this Corporation which by law will be dedicated to 
the “completion, maintenance, and operation of the Bonneville project for naviga- 
tion and other purposes,” regardless of local sentiment, social disruption, and 
economic consequences to the individual citizens and communities directly af- 
fected by many of these projects. The act itself would give tacit congressional 
approval to the possibie jeopardizing of individual and human rights in the name 
of Directors “who profess a belief in the feasibility and wisdom of this act,” and 
who can do what they will to fulfill the Corporation objectives. 

The concentration of Federal spending power in a corporation such as the act 
envisions is another threat to the orderly development of this region’s economy. 
If it were to spend for new construction at the rate of $100 million per year, it 
would take about 17 years to meet the 600,000 cubic feet per second flow ob- 
jective at The Dalles. In 1957 the Bonneville Power Administration has total 
revenues of about $64 million. Since much of this must go to debt repayment, 
interest, maintenance, etc., it is doubtful that very much money will be available 
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from earnings to finance this new construction and the balance of a $100 million 
program would be raised through revenue bonds. 

Can the Congress, in discharging its responsibilities to the Nation as a whole, 
justify this large annual investment out of United States Treasury borrowings 
in flood control, power generation, and other benefits for one particular region 
and do so through a corporation responsible primarily to the President and 
directed by men dedicated, by law, to building a public power empire? 

The act would end forever the possibility of creating an interstate compact to 
develop the region’s water resources. By its very democratic nature, the com- 
pact will not be easy in achieving since it involves equitable distribution of rights 
among the States and mutual cooperation and respect. But once achieved the 
rights of the States and the individual would be protected. However, this act, 
with the concentration of power at the disposal of the Corporation and the provi- 
sion requiring that compact operation of the system be ratified by the four 
States and the Congress, kills the compact idea forever. 

It virtually assures the existence of the Corporation forever because it could 
manipulate the resources at its disposal politically to prevent any meeting of 
the minds on the part of the individual States. 

In conclusion: The Upper Columbia Development Council opposes this act 
and urges your committee to reject it in the common interest and in the best 
interest and welfare of the Nation because: 

1. The act concentrates too much power in the hands of a group not directly 
responsible to either the Congress or the people. 

2. It opens the door for the socializing of the electric power industry in the 
United States. 

3. It assumes appropriative powers of the Congress. 

4. It presents a serious threat to the economic well-being and the rights of 
the States and individuals affected. 

5. It would create an authority-type superstate in an area where this concept 
of resource development has been repeatedly rejected by the people. 

6. It disregards new concepts and developments in the realm of resource 
conservation and would in effect commit the utilization of the region’s water 
resources to limited uses forever. 

7. It would cost the Nation’s taxpayers billions of dollars to benefit the 
privileged few. 

Your committee’s consideration of our position is greatly appreciated and I 
am sure that the committee will act unfavorably on this proposed law which we 
believe will impose upon us who live in the Pacific Northwest another layer of 
government with overwhelming powers that is neither desirable nor necessary. 


Sincerely yours, 
Ray M. LomMan, President. 


Senator Nreusercer. All of the statements you have presented to 
us will appear in the record. I think while we are at it we might also 
include here a statement from the Missoula Chamber of Commerce 
and two other opposition statements from Montana, along with the 
statement in support of S. 3114 by Mr. Paul K. Harlow, president of 
the Committee for Paradise Dam. This committee has recently been 
taking a very active part in the conservation and water resource 
development struggle in the State of Montana. 

(The statements referred to follow :) 


MIssouLA, Monrt., May 17, 1958. 


Senator DENNIS CHAVEz, 
Senate Public Works Committee, United States Senate, 
Washington, D.C.: 
Respectfully submit to your committee fact that concern over Senate bill 3114 
rapidly growing in our area. Conditions in this proposal seriously challenge 
freedom of Montana’s economy and basic welfare of its citizens. 
L. T. DELANEY. 
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MotresE, Monr., June 6, 1958. 
Hon. Senator RicHarp L, NEUBERGER, 
Senate Office Building, 
Washington, D.C. 


DEAR SENATOR: We, the members of Moiese Grange No. 118 wish to express 
our strong opposition to the creation of a Columbia River Development Corpora- 
tion as provided for in S. 3114. 

Such a corporation would concentrate far too much power in the hands of a 
few, giving them appropriative powers that are reserved for our Congress, and 
giving them broad powers of control over the people and over the resource con- 
servation and development of this region without fully protecting the economic 
well-being and the rights of the individuals and of the States affected. Our free 
enterprise system would be jeopardized by the corporate power of veto over the 
resource development by anyone other than the corporation itself. The wishes 
and recommendations of the people may be heard by the corporation, but there 
is nothing to require that it abide by them. 

The people of this region have consistently rejected any measures in the past 
which would create an authority-type superstate. The Columbia River Develop- 
ment Corporation bill is definitely of that nature, and we ask for and urge your 
support against its enactment into law by our Congress. 

Very sincerely, 
DONALD W. THORPE, 
Chairman, Legislative Committee, Moiese Grange No. 118. 


CHAMBER OF COMMERCE OF MISSOULA, MONT., 
May 16, 1958. 
Hon. DENNIS CHAVEZ, 
Senator, Senate Public Works Committee, 
Washington, D.C. 

DEAR SENATOR CHAVEZ: Attached please find a copy of a bulletin which has 
just been distributed to the membership of our organization and released to 
press and radio. 

It very clearly states the feelings of our organization concerning S. 3114 which 
we understand is to be the subject of a hearing in the next few days. 

The business interests of the entire Northwest are violently opposed to the 
proposed intrusion on their rights. You naturally recall the overwhelming defeat 
of the CVA proposal of a few years ago. It only stands to reason that when the 
people of an area do not wish this pinpointed type of legislation, it should not 
be imposed upon them by the people from other areas. 

We are violently opposed to S. 3114 and trust that you and the members of the 
Senate Public Works Committee will see fit to defeat this measure in committee. 

Thanking you for your consideration. 

Respectfully yours, 
DonaALD F. WILson, Manager. 


{Missoula Chamber of Commerce, Missoula, Mont., News Roundup, May 15, 1958] 
Your FREEDOM Is ENDANGERED 
SOCIALISTIC TREND CONTINUES 


The Public Works Committee of the United States Senate will start hearings 
on Senate bill S. 3114 on May 21. This bill, sponsored by Senators Richard L. 
Neuberger of Oregon, Wayne Morse of Oregon, Montana congressional delegates, 
and others is another backdoor attempt to establish a CVA in the Northwest. 
The Chamber of Commerce of Missoula has always been opposed to a CVA or 
similar intrusion upon private enterprise. 

Advocates of S. 3114 claim it is not a CVA. The Missoula Chamber claims 
S. 3114 is a CVA because it has the basic provisions of a CVA patterned after 
the TVA, some of which are as follows: 

(A) It is a Federal corporation which vests control of the water resources of 
the Pacific Northwest in its directors who are political appointees of the head 
of the Central Government. The Federal corporation, which reports to the 
President along with hundreds of other agencies, is responsible to the head of 
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the Central Government in carrying out the act. In this respect it is the same 
as TVA and heretofore proposed CVA measures. 

(B) While the Federal corporation is subject to the Federal Corporation Con- 
trol Act, which applies almost entirely to accounting practices, it has broad 
power to make its own rules and policies, and to carry out the purposes of the 
act as the Federal control board sees fit. In this respect it is the same as TVA 
and heretofore proposed CVA legislation. 

(C) The people of the Pacific Northwest, over whose water and resources the 
5-man authority would have control, cannot remove any member of the board 
if they become autocratic or abusive to the people in administering the Federal 
corporation. In this respect it is the same as in TVA and all previously pro- 
posed CVA bills. ' 

(D) To be eligible to the appointment as a Federal corporate director, a 
citizen must believe in the feasibility and wisdom of the act, which is charged 
with the responsibility of carrying forward a Federal program of public owner- 
ship of the electric energy industry. One of the first things the TVA Federal 
corporation did was to take over practically all privately owned electric utilities 
in the TVA area and started other public ownership of business projects. There 
is nothing in S. 3114 that would prevent its control board, the members of which 
must be public ownership advocates in order to qualify for an appointment, from 
taking over all private utilities in the region over which it has jurisdiction. To 
accomplish this all they would need to do would be to continue to block investor 
owned development, promote more public ownership into being, rigidly apply the 
power preference laws, and use these along with their tax-exempt status to force 
taxpaying utilities out of business. In this respect it is similar to TVA and 
previously proposed CVA bills. 

(E) The Federal corporate authority can take over functions of existing 
agencies of the Federal Government that it believes necessary to carry out the 
provisions of the act. In this respect it is similar to, but not as inclusive as, 
TVA and heretofore proposed CVA measures. The Authority power is stated 
in broad terms. 

(F) In S. 3114 the authority would not be subject to all the administrative 
requirements placed on departmental agencies of the Federal Government which 
deal with, and have had long years’ experience in, conserving and developing 
our resources. As an example, it is not subject to the same procedure of the 
appropriative process and financing required of Government departmental agen- 
cies, and its finance methods, which involve Federal credit and indebtedness, 
would not be subject to effective control by Congress. 

(G) A Federal corporate authority as proposed in S. 3114 would have a tre- 
mendous concentration of economic and quasi-political power. The Federal 
investment alone in power production and distribution facilities is $1,510,417,433, 
on which below-cost interest is being paid. It is estimated that it will require 
at least $9 billion in addition to all existing investments in electrical energy 
production and distribution facilities to meet the needs of this area in the foresee- 
able future. This economic and manpower concentration in a Central Government 
corporate authority, with the broad educational and propaganda power granted 
the Federal Corporation, could be a tremendous factor in taking us further 
toward a public ownership economy not only in this industry but in any industry 
those in control chose to concentrate upon. In this respect it is similar to TVA 
and previous CVA proposals. 

(H) All of the powers given the federally controlled Columbia Valley Devel- 
opment Corporation in the 34 pages of amendments to the Bonneville Act of 1937, 
plus giving Bonneville Act powers to the Corporation, are in themselves a Colum- 
bia Valley Federal Authority. We claim this, plus the tremendous concentra- 
tion of economic and quasi-political power, if in the hands of public ownership- 
of-business advocates, and self-seeking political leaders, would make this the 
type of CVA that would be dangerous to our private enterprise economy and 
freedom here in the Pacific Northwest. 

Several more claims have been made about S. 3114 which we believe merit 
further analysis. Some organizations in this region are now making studies 
of this proposed legislation, and we hope that all readers of this bulletin will do 
this and find out for themselves what is in 8S. 3114, a bill to create a Columbia 
Valley Development Corporate Authority for the Pacific Northwest. 
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Remember that this hearing is starting now, May 21. Wire or airmail today 
showing opposition to S. 3114: 


Senator Dennis Chavez (New Mexico), chairman, Senate Public Works Com- 
mittee, Washington, D. C. 

Senator Mike Mansfield, Senate Office Building, Washington, D. C. 

Senator James E. Murray, Senate Office Building, Washington, D. C. 


Other Senate Public Works committeemen : 
Senator Robert 8S. Kerr (Oklahoma) 
Senator Albert Gore (Tennessee) 
Senator Pat McNamara (Michigan) 
Senator Richard L. Neuberger (Oregon) 
Senator W. Kerr Scott (North Carolina) 
Senator John A. Carroll (Colorado) 
Senator Edward Martin (Pennsylvania) 
Senator Francis Case (South Dakota) 
Senator Thomas H. Kuchel (California) 
Senator Norris Cotton (New Hampshire) 
Senator Roman L. Hruska (Nebraska) 
Senator Chapman Revercomb (West Virginia) 


STATEMENT IN Support OF THE COLUMBIA RIVER REGIONAL CORPORATION BILL, 
S. 3114, Susmirrep py Paut K. Hartow, PRESIDENT OF THE COMMITTEE FOR 
PARADISE DAM, FOR His COMMITTEE 


Senator Richard Neuberger and other members of the subcommittee, in be- 
half of the Committee for Paradise Dam, of which I am president, I wish to 
express the committee’s support for the formation of a Columbia River Develop- 
ment Corporation because we believe this measure will promote and accomplish 
steady and sound progress in comprehensive water resource development on 
the Columbia 

We believe in the objective of this bill to organize both past and future power 
and water values for the economic good of the whole region consistent with 
sound conservation principles. 

We feel that under this kind of organization the power production from this 
area richly endowed in water resources can be used both to the benefit of the 
consumers through direct service to REA’s and PUD’s, through the effect this 
yardstick has on power rates to other consumers, and to enlarge the economic 
welfare of the Northwest region through the encouragement of new industry 
and the expansion of existing industry. 

The organization which I represent, the Committee for Paradise Dam, is a 
grassroots organization with a bona fide membership of more than 800 western 
Montanans who are working for comprehensive river development on the Col- 
umbia River, which, in western Montana means the construction of Paradise 
Dam. Our organization has the support of organized labor, the Farmer’s 
Union, and the Montana Democratic Party. 

The elements which oppose the construction of Paradise Dam and other sound 
water development on the Columbia consist largely of private utility interests 
and those who serve them. Currently they are trying to damn the Columbia 
Valley Development Corporation idea as a “back door, or sneak Columbia Val- 
ley Authority,” which, they claim, would be a threat to free enterprise in the 
Northwest. 

We resist this type of faulty and self-seeking distortion of the facts. 

The Columbia River Regional Corporation as set forth in 8. 3114, has much 
narrower powers than had TVA or the CVA proposals. 

TVA, instead of being a threat to free enterprise in its area, created a so 
improved climate of economic activity that the resulting increase in the stand- 
ard of living that our Government’s investment in the area has paid off many 
times over in simple ways like increased income taxes. And this is in addi- 
tion to the repayment of the people’s investment from power revenues. This 
is the kind of catalysis that should be wrought for the benefit of more regions, 
including the Northwest. We feel that it’s significant that there’s no serious 
opposition to TVA in its home region except, perhaps, from the same self-seek- 
ing interests who oppose overall water-resource development in the Northwest. 

We see no reason why American initiative and enterprise should not be put 
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to work directly for the specific use of the American people through their Gov- 
ernment as proposed in the Columbia River Development Corporation bill, and 
we see in this proposal no threat to our way of life. 

In western Montana we are in desperate need for the kind of economic progress 
that low-cost power and the new industry which it can bring will mean for us. 

We live in what Senator Neuberger knows is one of the most gorgeous parts 
of the world. But, unfortunately, our economic opportunities just don’t match 
our healthy climate and scenery. We are overdependent on the fluctuating and 
seasonal lumber, mining, and agricultural industries. Recently we got national 
attention as the area with the highest unemployment rate in the United States. 

The fact is that under our present economic development our area just can’t 
support the people who want to live here. 

Every year we must export far too much of our greatest treasure—our chil- 
dren whom we've nurtured in our homes, and educated in our schools and col- 
leges—because there aren’t enough career opportunities in western Montana. 

We are an area which is economically choking for lack of the kind of develop- 
ment contemplated in the Columbia River Development Corporation Act. 

We have mineral, soil, and water resources. We have people. We have a 
wonderful place to live. 

We need the added spark of low-cost power in sufficient volume to bring in 
the industry that will create career possibilities here. 

The Committee for Paradise Dam supports in substance S. 3114 in the belief 
that under its provisions we can proceed with a more continual and rational 
pattern of development of our water resources in the Columbia Basin. 

We think it unfortunate that under our present leadership in the executive 
branch of our Federal Government that we have stifled progress in water re- 
source development which is crucial both to the region and the Nation. In the 
current allout competition between the free world and the directed systems as 
exemplified by the U. 8. S. R. and its satellites, it seems an especial folly to re- 
press this crucial and basic part of our economic development. 

Our do-nothing policy in water resource development must seem ludicrous to 
the U. 8. 8. R. Canada has become so disgusted by our stalling tactics that its 
Parliament has appropriated a quarter of a million dollars to investigate direct 
diversion of a great volume of Columbia River flow in lieu of joint United States- 
Dominion development. 

We just can’t impose a moratorium on progress in any of its phases and expect 
to compete in today’s world. 

We feel that the continuity in regional development which we believe will 
follow the adoption of the Columbia River Development Corporation proposal 
to be more nearly an expression of the people’s determination that the develop- 
ment of their resources shall continue despite the detours and interpositions 
of changing national administrations than the current near-coma in such de- 
velopment. 

We believe that the financial features of the bill, wherein the Corporation, 
under Government direction, borrows its own money and pays its funded debts 
out of income from power produced and sold and other services rendered, will 
help keep in the public mind the essential self-liquidating nature of the multi- 
purpose dams. 

We support the measure because we feel it will speed up the much-needed addi- 
tion in reservoir capacity to satisfy the region’s flood-control needs. 

We feel that full utilization of water resources is the sine qua non—the essen- 
tial to development and progress for our region. 

We also reaffirm the implied yardstick principle of public power and competi- 
tion in rates between public and private power systems as a means of extending 
more equitable rates to all consumers of electricity. 

Looking at the projected power needs of both public and private power systems 
as furnished by the private utilities, it’s quite apparent that there’s room for 
vast expansion in both systems. This, we believe, largely negates the private 
power interests’ cry of grossly unfair competition used in their arguments against 
this proposal. 

In supporting this measure, we have two points which we feel should be care- 
fully considered in progressing the proposal to its final form. 

First. Without expressing ourselves as adamant against any change in the 
public preference clause as suggested by Senator Neuberger in a statement to the 
press, we feel that any such change should be carefully weighed for its potential 
effect on the PUD’s and REA’s. 
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Many of these systems are still making important progress under the present 
preference clause in extending and improving their service, and in reducing their 
rates to consumers, 


We feel this progress should be encouraged, not interrupted or seriously 
interfered with. 

We approve as a primary objective of the proposed Columbia River Develop- 
ment Corporation proposal the use of newly developed power to promote industry 
in the region. But we believe that this should be done in such a way that it 
won't seriously hamper the existing public power systems. 

Second. We would like to see the bill changed to more clearly direct the 
Corporation into overall, comprehensive river development. 

We are concerned that without more explicit provisions the development and 
generation of power and its sale could become the overriding and sole objectives 
of the Corporation’s activities, and that other values—wildlife, fisheries, forests, 
preservation of scenery, recreation, and polution control would suffer or not be 
fully considered and exploited as consistent with sound principles of conservation 
and human values. 


STATEMENT OF JAMES E. MURPHY, REPRESENTING GOV. J. HUGO 
ARONSON, OF MONTANA 


Mr. Murrny. I am James E. Murphy, a resident of Kalispell, 
Mont., where I am engaged in the practice of law, and I am a mem- 
ber of the Montana Committee of the Columbia Interstate Compact 
Commission. I am appearing here today as the representative of the 
Honorable J. Hugo Aronson, Governor of the State of Montana, who 
was unable to be present due to a prior commitment in connection 
with the National Governors’ Conference. 

Governor .Aronson has asked me to express to the chairman and 
to the members of this committee his sincere appreciation for the 
invitation to present his views in these hearings and his regret that 
he cannot be here in person. He has reviewed the statement which 
I am about to make today, and he has concurred in it and has ap- 
proved it. 

It is my desire to make a statement to this committee regarding 
both S. 3114, which would establish a Columbia River Development 
Corporation, and S. 2206, which would establish a special priority 
for industrial customers in the purchase of federally generated elec- 
tric power and energy in the Pacific Northwest. 

Gentlemen, we are unalterably opposed to these bills because they 
are inimical to the best interests of the State of Montana and to the 
citizens of Montana. I would like to have our opposition, and the 
reasons for that opposition, made a part of the record of these hear- 
ings. 

OBJECTION TO 8. 3114 


In peaene this statement, I want to make clear that Governor 
a 


Aronson is in favor of full development of the water and power re- 
sources of the Pacific Northwest and that he does not oppose big 
dams or little dams, as such. He has always tried to judge each of 
these projects on its merits, taking into consideration the advantages 
and disadvantages before reaching a decision. 

That has been his position as Governor of the State of Montana, 
as a member of the House of Representatives and the Senate of the 
Montana State Legislature prior to the time he became Governor, 


and as a private citizen interested in the welfare and development of 
our great State. 
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I have always taken exactly the same position. However, in the 
case of S. 3114, enactment of this legislation would do great damage 
to the State of Montana and to the citizens of this State. For that 
reason, we are urging this committee to reject the Columbia River 
Development Corporation proposal. 


OBJECTIONS TO 8. 3114 


Specifically, our opposition to S. 3114 is based on three important 
facts, as follows: 

1. This bill would would adversely affect the sovereignty of the 
State of Montana and would deprive the State of control over the 

rater that rises within its boundaries; 

2. It would destroy control and utilization of every water right 
that exists in western Montana; and 

3. It would create a heavy burden on the taxpaying citizens of 

Montana, who, along with taxpayers in every section of these United 
States, would be required to dig into their pockets to help pick up 
the check for this Columbia River Development Corporation. 

I would like to explain in more detail the background of our op- 
position to this bill. 


SOVEREIGNTY OF STATE THREATENED 


S. 3114 contains no assurance that the State of Montana will have 
any representation or effective voice in this C orpor ation. Section 3 
of the bill provides only that the five Directors shall be citizens of 
the United States, that they shall be residents of the Pacific North- 
west region and that “not more than two Directors at any one time 
shall be appointed from among the residents of any one State.’ 

There is nothing whatsoever in the bill that requires even one Di- 
rector to be selected from the State of Montana. For that reason, 
this proposed Corporation would have broad powers of control over 
the resurces of the State of Montana without ever having a Montana 
person sitting on the Board of Directors that makes all of the de- 
cisions. 

The same section provides that 3 Directors shall constitute a quorum 
and that any decision by the Board of Directors may be effective if 
approved by a 2-to-1 vote. This means that, even if Montana had a 
Director on the Board, the situation could exist in which he would 
have little or no voice in decisions that would vitally affect the re- 
sources of the State of Montana. 

The bill purports to provide for consultation with the people of the 
area, and it provides for a so-called Advisory Council to make recom- 
mendations to the proposed Corporation. However, this is mere 
“window dressing” because there is nothing in the legislation that re- 
quires the Corporation to follow the advice or recommendations of the 
public or the Advisory Council. 


DOOR IS OPEN TO TRANSFORM WESTERN MONTANA INTO AN INLAND LAKE 


I should explain that the Kalispell area of northwestern Montana 
has Glacier National Park and many streams and lakes, including 
Flathead Lake, so that we are fully aware of the recreational ad- 
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vantages that exist in western Montana. Therefore, I feel strongly 
about efforts to disrupt our economic base and scenic attractions and I 
am particularly concerned about the concerted campaign that is being 
waged to flood out the western part of our State. 

S. 3114 cleverly contains a section which would enable this pro- 
posed Corporation to convert western Montana into a vast inland lake 
for the benefit of the downstream States on the Columbia, a move- 
ment that long has been the objective of certain groups in Washing- 
ton and Oregon and has repeatedly been fought down and defeated 
by the people of western Montana. 

I refer to section 12, which states that the Corporation’s programs— 
shall take cognizance of the desirability of providing such storage facilities 


as would reduce the maximum flow of the Columbia River of record at The 
Dalles, Oregon, to a rate not exceeding six hundred thousand cubic feet per 


second * * *, 

This, of course, furthers the plans of certain downstream groups 
who have used this alleged requirement of 600,000 cubic feet per 
second as justification for the construction of the wasteful and detri- 
mental Paradise Dam, which would flood out large sections of Lake 
and Sanders Counties in western Montana in order to provide power 
and flood control benefits to Washington and Oregon. 

Governor Aronson expressed his strenuous opposition and right- 
fully so, to the proposed construction of Paradise Dam during the re- 
cent hearings conducted in Missoula, Mont., by the U nited States 
Corps of Engineers. 

The Corps of Engineers has stated that a control of floods down to 
800,000 cubic feet per second at The Dalles would be adequate and 
that approximately 20 million acre-feet of floed-control st orage in the 
hatin will accompli: sh this purpose. The inclusion in S. 3114 of a 
flood-control requirement greater than this is merely an effort to cre- 
ate additional pressure for vast. projects that would deprive Montana 
people of their land and livelihood for the benefit of downstream 
areas. 





OUTSIDE 





CONTROL OVER 





MONTANA WATER 


There is a provision of the bill which adds another layer of regu- 
lation over the utilities which operate and pay taxes in the State of 
Montana and which gives this proposed Columbia River Development 
Corporation complete veto power over the construction of dams and 
hydroelectric developments in western Montana. 

Section 12 states that “no dam or appurtenant work, affecting in 
any manner the present or future construction, operation or mainte- 
nance of water-control structures on the Columbia River or its tribu- 
taries, (shall) be constructed until plans for such construction, opera- 
tion, or maintenance shall have been submitted to and approved by the 
Board” of this proposed Corporation. 

Thus, a taxpaying utility in the State of Montana which proposes 
the construction of a hydroelectric project on the Clarks Fork, Flat- 
head, or Kootenai Rivers or any of their tributaries could meet all of 
the requirements of the State of Montana and the Federal Power Com- 
mission and yet be denied the right to build that project if this pro- 
posed Corporation objects. 

The taxpaying electric utilities which operate in Montana are im- 
portant to the State and its people because they pay approximately 





536 BONNEVILLE PROJECT ACT AMENDMENTS OF 1958 


$5 million a year in taxes and because every time they build a project 
or a facility, tax revenues are increased for the State and county 
governments. 

These utilities now are required to meet rigid requirements so that 
the public interest is fully protected when they get the green light 
for a project, and I feel it is wrong to create this proposed Corpora- 
tion and give it such life-and-death veto power over construction of 
projects that benefit the State of Montana. 


MONTANA WATER RIGHTS JEOPARDIZED 


S. 3114 alleges that it does not affect or intend to affect or in any 
way interfere with the laws of any State relating to the control, ap- 
propriation, use, or distribution of water used in irrigation, or any 
vested water right acquired thereunder. 

However, section 12, to which reference has just been made, could 
completely destroy the utilization and control of all water rights that 
exist in western Montana. By disapproving and preventing the con- 
struction and operation of any dam or water facilities or any tribu- 
tary of the Columbia River, the proposed Corporation could tell a 
water user in western Montana that he could not even build a reten- 
tion dam on a small creek that flows into the Clark Fork or Flat- 
head River. 

Montana’s agricultural economy depends upon irrigation and the 
right to appropriate and use water. As any irrigator or water user 
will tell you, he must have the right to use the water he has developed 
before he can afford to spend the money necessary to develop irriga- 
tion facilities, level the land, put in diversion structures and construct 
improvements. 

If this proposed Corporation has the right to tell a water user that 
he can or cannot build a retention dam or a diversion structure on a 
tributary of the Columbia River, however small, that water user can 
no longer look to the State of Montana and its laws to protect his 
right to use the water which the State says is his. 

This provision in the bill, therefore, is intolerable to the irrigators 
and water users in western Montana. 


FINANCIAL BURDEN ON TAXPAYERS 


The authorization contained in S. 3114, allowing this proposed Cor- 
poration to raise money by the issuance of revenue bonds, would add 
more weight on the shoulders of our taxpayers who already are bur- 
dened to the limit. The bill provides that revenue bonds without limit 
may be issued, that the Secretary of the Treasury must purchase these 
bonds so that the United States accepts a direct obligation for their 
soundness, and that the interest rate on these bonds shall be no more 
than 21% percent. 

The 214-percent interest limitation creates a situation that could 
very well require the taxpayers of Montana to help subsidize the op- 
erations of the Columbia River Development Corporation. The Fed- 


eral Government must borrow the money it uses to purchase revenue 
bonds of the type that are proposed in this bill, and certainly the Fed- 
eral Government has no assurance that it can borrow long-term money 
at a 21% percent interest rate. In fact, it cannot do so at this moment. 











BONNEVILLE PROJECT ACT AMENDMENTS OF 1958 537 

















Therefore, there is only one place for the Federal Government to get 
the difference between what it pays for its money and what it receives 
from the Columbia River Development Corporation. That place is 
the pockets of the taxpayers of this Nation. 

Further, S. 3114 gives this proposed Corporation wide latitude in 
its financing program. It can raise money for capital expenditures 
from power revenues. It can issue revenue bonds. And it can even 
receive direct appropriations from the Congress of the United States, 
which again can oly be derived from the taxes paid by our citizens. 


CONCLUSION 


After considering all of the implications of S. 3114, it is apparent 
that the legislation poses great threats to the people of Montana. 
Therefore, the position of the State of Montana is that S. 3114 would 
be extremely harmful and should be opposed because: 

1. It would create an all-powerful regional corporation with broad 
powers of regulation and control over the State of Montana, thus 
depriving Montana of its sovereignty and is jurisdiction over its own 
water resources. 

| 2. It carries no assurance that the State of Montana would have 

__ representation or an effective voice in decisions that could adversely 

| affect the State. 

| 3. It leaves the door open for a grandiose program of reservoir con- 

| struction that could transform western Montana into a vast inland 
lake, solely for the benefit of the downstream areas. 

4. It would give the proposed Corporation complete veto power over 
any water-resource development program in western Montana which 
might be proposed by others than the Corporation itself. 

5. It would jeopardize the utilization and State control of any 
and all water rights which exist in western Montana and which are 
now protected by State law. 

6. It would create an additional burden on the taxpayers of Mon- 
tana, as well as the taxpayers of the rest of the Nation, and it would 
3 make possible the destruction of taxpaying utility operations in 
_ western Montana. 

For these reasons, I respectfully urge the Senate Committee on 

_ Public Works to recommend that S. 3114 do not pass and I hope this 

legislation will be defeated in the Congress. 
. Again speaking as a representative of Governor Aronson for the 
1 State of Montana, I also wish to express our opposition to S. 2206, 
P which seeks to establish a special priority for industrial customers of 
t the Bonneville Power Administration. This legislation is opposed 
e because : 
r 
e 


Sa -”— Cea 2 


1. It is contrary to the intent of the Bonneville Act of 1937 which 
requires that the project be operated for the benefit of the general 
_ public, and particularly domestic and rural customers; 
d 2. It would limit and reduce the amount of electric power and 
~ _ energy available to residents of Montana from the Federal hydro- 
- | electric projects which they, as taxpayers, help to support; and 


e | 3. It extends the principle of discrimination which already exists 
- in the preference clauses contained in Federal power marketing laws, 
y which principle is unfair to a majority of the residents of Montana. 

t. 28333—58——35 


emma 
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S. 2206 would give the Administrator of the Bonneville Power Ad- 
ministration authority to make arbitrary allocations of power and 
energy from Federal multipurpose projects in the Pacific Northwest, 
giving a special priority to industrial customers. __ 

The wording of the legislation gives the Administrator the dicta- 
torial authority to determine which industry will “best promote the 
diversified economic development of the several States,” and fails to 
set any standards by which such determinations are to be made. This 
easily could lead to political pressures and favoritism and would set 
one State against another in campaigns to attract the flow of federally- 
generated power and energy into their communities. 


CONTRARY TO INTENT OF BONNEVILLE ACT 


The Bonneville Act of 1937 seeks to “insure that the facilities for 
the generation of electric energy at the Bonneville project shall be 
operated for the benefit of the general public, and particularly of 
domestic and rural consumers.” However, S. 2206 lowers domestic 
and rural consumers served by private utilities to a subordinate posi- 
tion and would make it difficult, if not impossible, for these consumers 
to obtain a fair share of the Federal power their taxes help to 
support. 

uring fiscal year 1957, nearly half of the energy sold by Bonne- 
ville Power Administration went to industrial customers and cus- 
tomers of the private utilities received the smallest share. BPA’s 
sales were: 





Kilowatt-hours | Percent 


is teen Fn 5 oS oo 5 ck oo hed SeSsew cect oon ntibanacwekee 10, 096, 000, 000 35.8 
APL RTT ETT RESTA ESTS CLs tees dos 3, 581, 000, 000 12.7 
Nee eee ee ett hel Ce ES 2 ee | 7, 970, 000, 000 | 28. 2 
I Cee fh SD Sele Fe id hb bade bo vdens «taxwecbe secs 6, 569, 000, 000 | 23.3 


| 





If S. 2206 were enacted into law, more and more of the future 
federally generated power in the Pacific Northwest would be chan- 
neled to industrial customers and, because of the preference already 
established for public agencies, the customers of the private utilities 
would receive less and less. 


MONTANA WOULD BE ADVERSELY AFFECTED 


Eighty-five percent of the electric consumers of western Montana 
are served by private utilities at the present time. Yet, in fiscal year 
1957, more than 73 percent of the energy sold by Bonneville Power 
Administration went to industrial customers, while only 24 percent 
went to the customers of private utilities. 

Under the terms of S. 2206, more and more power could be diverted 
to industrial customers and Montana customers of private utilities 
who need electricity in their farms and homes would be deprived of 
this electricity which they need to grow and prosper. 

Under the broad powers delegated to the Administrator in this bill, 
electricity could be denied the residents of Montana in order to make 
more power available for industrial customers located anywhere in 
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the Pacific Northwest. This situation would be extremely unfair to 
the citizens of the State of Montana, whose taxes help to provide the 
money needed to build and operate all Federal hydroelectric projects. 


PREFERENCE IN SALE OF POWER IS WRONG 


The existence of so-called preference clauses in Federal power mar- 
keting laws has resulted in practices which discriminate against the 
vast majority of the electric users of Montana. Although they are 
called upon to provide, through their taxes, full support of Federal 
power programs, they are not granted the right to share equally with 
public agencies in the purchase of the power that is produced by these 
Federal projects. 

S. 2206 now seeks to carry this unfair discrimination one step 
further to include large industrial plants in the preference class, thus 
relegating the customers of the private utilities to the bottom of the 
barrel so far as Federal power is concerned. Because of the existence 
of a preference favoring public agencies, S. 2206 would have the 
added objection of building up additional pressure on local commu- 
nities to develop public ownership in order to achieve a preference 
status. Such a situation would deprive the people of their freedom 
of choice as to power suppliers and would seriously and adversely 
affect the tax structure of the State of Montana and its counties due 
to the fact that public agencies pay far less taxes than private utilities. 


CONCLUSION 


As a result of the dangers which I have set forth, I have reached 
the conclusion that S. 2206 is unfair, discriminatory, and adverse to 
the interests of Montana and its people. 

Consequently, it is my hope that the Senate Committee on Public 
Works will return an unfavorable report on this piece of legislation 
and that the Congress will reject the bill in its entirety. 

Senator Neupercer. I have several questions, Mr. Murphy. 

I wonder if you are aware that under the proposed amendment to 
the preference clause a private utility with an industrial customer 
would have a new and higher preference than it has today ? 

Mr. Murpny. We don’t feel that that adequately protects the State 
of Montana because the industrial concentration of industry is down- 
stream from us, 

Senator Nreusercer. At another point in your testimony I think 
you said that most of the energy sold by Bonneville and Montana 
goes to industrial customers. Is that right? 

Mr. Murpuy. Yes. The Bonneville report shows that. 

Senator Neusercer. Do you object to that ¢ 

Mr. Murrnuy. Well, it depends on how you look at it. In our area 
most of the power that is generated locally goes to the aluminum 
ylants. 

' Senator Nevsercer. Is that incompatible with the views of the peo- 
ple of Montana? Do they object to that aluminum plant in Montana? 

Mr. Murpuy. No. I don’t know that all of the people think that 
that was the wisest choice for an industry, because the aluminum plant 
has a payroll of approximately 500, and uses almost all of the power 
that is generated, or more than the firm power that is generated at 
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Hungry Horse, and needs more power. And if we got more power 
into the area it would probably go to the aluminum plant who would 
employ maybe 40 or 50 more men and we would be out of power again. 
So it is a blessing—maybe a blessing in disguise. 

Senator Neusercer. I just wondered if there were hostility in your 
area to that payroll. Your statement implied criticism of the dispro- 
portionate distribution of energy, and I wondered why. 

On page 11 of your statement you pointed out that “Under the 
broad powers delegated to the Administrator in this bill, electricity 
could be denied the residents of Montana in order to make more power 
available for industrial customers located anywhere in the Pacific 
Northwest.” 

You just assumed inevitably that these customers would not be in 
Montana. 

Mr. Mourpny. They haven’t been so far, Senator, except with a few 
exceptions. 

Senator Nevusercer. I note you referred to the preference clause. 
Is it your view and that of Governor Aronson that the preference 
clause should be abandoned or modified ? 

Mr. Morpnuy. I believe, and I speak for Governor Aronson, we 
believe that the preference clause has hurt Montana to the same ex- 
tent it has hurt Oregon. 

Senator Nreusercer. Explain to me how it has hurt Montana, so 
we have it in the record. 

Mr. Mourpuy. We feel that the preference clause going to—when 
we are served largely by a private utility, then the private utility is 
denied that power if it is wanted by a public utility. We depend in 
large part for our tax burden upon the private utilities. The prefer- 
ence clause neither denies the power to the private utility, if there is 
a public agency there to take it, or it encourages the establishment 
of more public utilities in order to get the power that would be avail- 
able to the private utilities otherwise. 

Senator Nreusercrer. Do you object to the establishment of public 
utility agencies if that is done by the voters of a certain area in the 
State of Montana? 

Mr. Murpny. I of course couldn’t object to it. 

Senator Nreunercer. That is why I wondered. You seemed to be 
critical of the fact that this might encourage the establishment of pub- 
lic agencies. 

Mr. Murrny. We have no law in Montana that authorizes the 
creation of a public agency at the present time. 

Senator Neugercrer. You don’t have any public distribution systems 
at all? 

Mr. Murruy. We have REA’s. I am speaking of something like 
your Washington Public Utility District. 

Senator Nreupercer. The REA’s, you know, are preference cus- 
tomers ? 

Mr. Murpny. Yes. 

Senator Neusercer. Do you object to their being preference cus- 
tomers ? ' 

Mr. Murpny. No. I have no objection to them getting power, but I 
don’t think that they have any more right to the power that is pro- 
duced than the private utility that is serving the area. 
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Senator Neusercer. Two proposals were made here today for some 
type of modification in the preference clause. How would your State 
administration in Montana feel if S. 3114 were modified along the 
proposals made by the Bureau of the Budget and some of the others, 
and the preference clause in there provided that there had to be fair 
and equitable distribution of the power among the States of the Co- 
lumbia Basin? How would you feel about such a provision as that? 

Mr. Murpny. In the first place, as I have said—I myself, per- 
sonally—I oppose the whole idea. The reference you make to fair 
and equitable distribution would certainly remove one specific ob- 
jection, perhaps, or it would make it less objectionable. 

Senator Neusercer. Do you mean if it said fair and equitable dis- 
tribution, certainly wouldn’t that be interpreted by the Administra- 
tor, and if not by him by the courts, to assure the fact that Montana 
would get a fair share of the energy? 

Mr. Mourrny. I don’t know whether it would or not, Senator. The 
fair and equitable could mean many things to many people. 

Senator Neusrercer. Don’t you think that this wind be something 
of an improvement for the State of Montana? 

Mr. Murrny. No 

Senator Neusercer. Or is it the position of Governor Aronson, 
which is what I want to get established, that nothing short of removing 
the preference clause entirely will be satisfactory. ‘That is what I want 
to get straight. 

Mr. Murrpny. I don’t want to say that for Governor Aronson. But 
I think Governor Aronson, I can say that Governor Aronson thinks 
that the preference clause is wrong and it is discriminatory to the 
people of Montana, especially western Montana. 

Senator Neusercer. But the point I am trying to get at, if it were 
modified to provide for fair and equitable distribution among the 
States of the Columbia Basin, would it then be acceptable ? 

Mr. Murrnuy. It would be less of an evil than we think it is today. 

Senator Nreupercrr. Another question I would like to ask you. 
What if the preference clause were modified to provide that no more 
than 40 to 50 percent of the power in the Columbia River system could 

o to any one State in the Columbia River system, so that the remain- 
ing energy thus would have a far greater likelihood of being distrib- 
uted among the United States. What would be thought of that? 

Mr. Murpny. I can only say, as I said before, it would make less 
objectionable what we object to in toto. 

Senator Nevusercer. I am just trying to get all these views coordi- 
nated here because undoubtedly when this bill is discussed by the com- 
mittee, the preference clause is going to be a major clause of the dis- 
cussion; whether it will be retained, abandoned, or modified. Those 
are the only three possible things that can be done with it. 

I am trying to get, Mr. Murphy, some of your opinions and those 
of the Montana State administration on some of the modifications that 
have been suggested. I particularly asked about fair and equitable 
distribution among the States because evidently the State of South 
Dakota desired that very strenuously in the Missouri River Basin, 
in which Montana is also located on the eastern side of the divide. 

I wonder what you thought about that type of proposal. 

Mr. Mapes, do you have any questions of Mr. Murphy ? 

Mr. Mapes. I think probably not, Senator. 
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Senator Neusercer. Mr. Murphy, if you have any supplementary 
ideas after consulting with Governor Aronson and others of your 
associates on the Montana segment of the Columbia Basin Interstate 
Compact Commission, particularly regarding the two alternative pro- 
posals I have asked you about, we would welcome you submitting your 
views in writing and would be glad to include them in the hearing 
record. 

Mr. Murpuy. I will be glad to discuss that. 

Senator Neusercrer. We appreciate your coming here very much 
today. 

I would like to say with respect to the schedule: We had hoped 
to recall Mr. Norwood and ask him some questions, but we have had 
more witnesses than we anticipated, and some of the witnesses have 
been quite lengthy. To that we have no objection. But it has taken 
more time than anticipated. 

I am going to suggest to Mr. Norwood that any ancillary views 
or any amplification that he has, that he submit to us in writing and 
we are going to keep the hearing record open until at least June 10, 
because Senator Murray has indicated to us that there are several 
witnesses from his State who would like to appear in person prior to 
June 10. So there will be one additional day of hearings on this issue 
sometime during the first 10 days in June. 

I will work it out with Colonel Sneed and the committee staff so it 
will be a convenient day when these witnesses whom Senator Murray 
has mentioned will come here. 

If Mr. Norwood would like to return in person at that time, that 
will be fine with us. If that isn’t convenient with his schedule or 
the budget of his organization, we will be glad to have his further 
views submitted in writing on some of the things that have been 
brought up here later on, because his name has been introduced into 
the discussions of some of the technical criticisms of the bill and so on. 

Mr. Norwood, is that agreeable to you? 

Mr. Norwoop. Thank you, sir. We will submit a detailed sum- 
mary of the notes which I have made, and it will take less space in 
the record that way. 

Senator Nrupercer. Fine. You were here during most of the hear- 
ings, and you were present when there was criticism voiced of certain 
definite provisions in the bill. We would very much like to have your 
answers to that, or your agreement with it, or your discussion of it, so 
that, when the bill is perfected by the committee staff, they will have 
your views on these very specific and explicit points, if we can have 
them. 

Mr. Norwoop. Yes, sir. 

Senator Neusercer. Thank you so much for your cooperation. 

(See supplemental statement, p. 570.) 

Senator Neupercer. We will stand in adjournment, then, until some- 
time during the first 10 days of June, when we will have one further 
day of hearings before we close the hearing record. 

The hearing record will stay open until] that time. If any of the 
people who have been witnesses desire to submit further statements, 
amplifying or expanding their views, we will be very glad to have 
them. 

The committee is in recess, 

(Whereupon, at 1:12 p. m., the committee was adjourned.) 
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THURSDAY, JUNE 5, 1958 


Unirep States Senate, 
CoMMITTEE ON Pustic Works, 
SUBCOMMITTEE ON FLoop Conrror—Rivers AND Harpors, 
Washington, D. C. 

The subcommittee met, pursuant to adjournment, at 10:05 a. m., 
in room 412, Senate Office Building, Hon. Richard L. Neuberger pre- 
siding. 

Present: Senators Neuberger and Jordan. 

Senator Neusercer. The subcommittee will please come to order. 

We held extensive hearings on S. 2206 and 8. 3114 previously on 
May 21, 22, and 23. However, the distinguished senior Senator from 
Montana, Mr. Murray, made a personal request to me that we resume 
these hearings long enough to permit Mr. J. E. Corette, president of 
the Montana Power Co., who is a constituent of Senator Murray, to 
appear and make a statement in person. I was very pleased to be 
able to oblige Senator Murray, and also Mr. Corette, and for that 
reason we have reconvened the hearings very briefly today for that 
purpose. 

Before we hear Mr. Corette, I would like to say that we wish to 
compile and annotate and complete the hearing record as soon as pos- 
sible so that it can be indexed properly and then sent to press. Mr. 
Mapes, the counsel for the subcommittee, will keep the hearing record 
open until next Monday so that, if any group or individual has a sup- 
plementary statement to file, I trust they can do so conveniently by 
that time. 

Mr. Corette, we will be very glad to hear now what you have to say 
about the two bills, S. 2206 and S. 3114, that are the subjects of this 
hearing. 


STATEMENT OF J. E. CORETTE, PRESIDENT AND GENERAL 
MANAGER, THE MONTANA POWER CO. 


Mr. Corerre. Thank you very much, Senator Neuberger. 

Would you prefer that I take one first or does it make any differ- 
ence ? 

Senator Neupercer. You can present your testimony in any way 
that best accommodates you. 

Mr. Corerre. I think then I might first discuss S. 2206 which is the 
industrial preference clause bill. 

Senator Neupercer. By the way, do you have written statements, 
copies of this? 

Mr. Corerre. Yes, sir, I do, and I handed them to the clerk of the 
committee in adequate numbers. 
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Senator Neusercer. Please go ahead. 

Mr. Corerre. I would like first, Senator Neuberger, to express my 
appreciation for your very kind invitation to appear. I would like 
to state to you that I did not request permission to appear; that I 
came in response to your very cordial letter and that I did not know 
at that time that Senator Murray had requested that I appear. 

I see why Senator Murray wanted that. We have talked through 
the years about matters relating to power developments in Montana 
as you can well imagine. Knowing Senator Murray as you do and 
knowing my position, we have not agreed in a great many instances 
but we have had great respect for each other’s views and I think that 
is probably why Senator Murray wanted to have this committee hear 
whatever our position would be in connection with these two bills. 

The reason why I was unable to appear at the time of your original 
hearings is that at that time I was out of the country in Geneva as 
the official representative of the United States on the Electric Power 
Committee for Europe so it was impossible for me to be here at that 
time. 

Perhaps, Senator, I should give you some background about myself. 
I was born and raised in Butte, Mont. I was educated in Butte in 
grade school and high school and then at the University of Montana 
and then attended the University of Virginia where I obtained a 
degree in law. 

I practiced law for a great many years and ultimately became 
counsel for the Montana Power Co. and since 1944, about 14 years, 
have been strictly an operating and executive employee of the com- 
pany. I was vice president and assistant general manager from 1944 
until 1952 and have been president and general manager since 1952. 

I would like to further say that Montana Power Co. is a totally 
independent company having no corporate affiliations with any other 
company except certain wholly owned subsidiaries that we have 
in the gas business; that no individual or corporation or organization 
owns more than about 1 percent to 2 percent of our stock and that we 
have about 35,000 stockholders spread throughout the entire world. 

We are a member of the Northwest power pool and have been since 
the very beginning and we are interconnected with the Northwest 
power pool by lines to Utah and Idaho and also lines to Washington 
which interconnect with the Washington Water Power Co. | 

S. 2206, the industrial preference bill, is a vitally interesting one to 
us and in reviewing the record already made and knowing that you 
would not want that repeated, I have in general confined my prepara- 
tion to the effect of these bills in Montana and also to what appears 
to me to be the overall national implications of these bills. 

S. 2206, as you know so well, vests in the Administrator of the 
Bonneville Power Administration the absolute right to give a prefer- 
ence to industrial customers and it appears to me that is a step entirely 
in the wrong direction and one which does not accomplish, as well as 
you would like, what I am sure you as the Senator from Oregon are 
interested in. 

My understanding is that Oregon has few if any public agencies and 
consequently, by reason of the preference clause, there is a definite dis- 
crimination against the State of Oregon and in favor of the State of 
Washington which does have extensive public agencies, and that your 
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real purpose in holding these hearings on S. 2206 was to try and 
eliminate that discrimination which seems to me so obviously to exist 
and to be so unfair. 

When I think about that situation it appears to me that S. 2206 
merely adds another discrimination, that at the present time there is 
a preference to public agencies and a discrimination against the ulti- 
mate consumers who are the customers of private utilities. 

You are familiar with the fact that the Hungry Horse Act has a 
ns ste pa preference for the State of Montana and the Bonneville 

ower Administration has allocated to the State of Montana a cer- 

tain amount of power, it is a little over 200,000 kilowatts of power, 
and that then is distributed in the State of Montana. 
_ I would suggest to you, Senator, that a law which would do the 
job more effectively for the State of Oregon than S. 2206 and at the 
same time would not add additional discrimination, would be a geo- 
graphical allocation law by which the power which is developed on 
projects which are on the border of Oregon and Washington or 
Oregon and Idaho, would be allocated proportionately to the two 
States on some equitable basis. 

I would further suggest that if you had such a geographical allo- 
cation law that your situation would be taken care of entirely and 
that Oregon would get its proper share of the power and in that event, 
whether that power was distributed by private companies or public 
agencies, it would make no difference. It would be available for both 
industry and the people. 

Throughout all the years I have felt very strongly that a preference 
for public agencies was giving a preference to a small minority of the 
people who are served by either totally or almost totally tax-free 
organizations and it is a definite discrimination against and deprives 
the customers of private electric utilities of Federal power which, in 
many instances, is cheaper than other power because of the tax exemp- 
tion which exists. 

Using western Montana as an example, in western Montana there 
are 31,500 electric customers, or 85 percent of the total users of elec- 
tricity, who are served by the private utility companies. Most of those 
are served by our company but not all of them. This 85 percent of 
the people in western Montana up to the present time received only 
24 percent of the energy sold by the Bonneville Power Administra- 
tion, while 2 industries in western Montana receive 73.6 percent of 
the total power and a very small percentage goes to the existing public 
agencies in that area. They are REA’s because we have in Montana 
no public agencies in the power business other than REA’s. 

When I then look at the situation on a national basis, if what you 
propose was applied to all Federal projects and if it is proper for 
Bonneville it seems to me it should be just as proper for any other 
Federal project throughout the United States, then you run into the 
situation where 80 percent of the electric users in the Nation are served 
by the private utilities. At the present time they are receiving only 
a small percentage of Federal power developed because the preference 
clause and if you give industry the second preference you just further 
discriminate against what I estimate to be about 134 million people 
who are the customers of the private utilities. 
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My suggestion regarding a geographical preference is certainly 
not novel and it is not mine; at least I did not develop it because it 
already exists in the Niagara Project Act. It was in the Hell’s Canyon 
bill which you will recall. It is in the bill relating to the Big Bend 
project in South Dakota and to the Bruces Eddy project in Idaho and 
in each instance this geographical preference was inserted in those 
bills to avoid what you are endeavoring to correct in the State of 
Oregon and that is, it was to make power available to a State in which 
private companies were the principal suppliers of power. 

Now, in view of those points which I have given to you, it appears 
to me that industrial preference is not an advisable thing. I have one 
other thought in mind. The basic concept of all Federal power legis- 
lation has been to make the power available to the greatest number 
of people, to obtain the most widespread use of power, and if you 
take enormus blocks of power and deliver to industrial customers 
in preference to the ultimate users who buy from a private utility, 
what you do in most instances is not to affect the price of the product 
that industry sells, but merely to increase the profits of that industry. 

I am a complete believer in the profit system and I have no objec- 
tion to any industry making the maximum profit which it can con- 
sistent with proper management of its business and proper treatment 
of the public, but I, at the same time, have a very strong feeling that 
no industry is entitled to a tax exemption or tax preference which 
other industries do not get, and if you have an industrial preference 
in tax-free power, that is exactly what you give to that industry. You 
might just as well give them a waiver of taxes to that extent because 
if other industries in the same field are buying their power from a 
prvate utility on a national basis, about 21 to 23 percent of the power 

ill goes for taxes. 

Now, for our company, which has very large industrial loads, 30 
percent of every dollar we take in goes for taxes, so if we 

Senator Neusercer. Mr. Corette, there is just one thing I don’t 
follow you on this. In other words, you think that if federally gen- 
erated electricity is sold to a private industry, that that is a subsidy 
to that industry with tax-free power, as you described it. Is that 
correct ? 

Mr. Corerre. That is correct. 

Senator Neupercer. Isn’t a great deal of this so-called tax-free 
power sold to private utility companies ? 

Mr. Corerte. It is. 

Senator Neusercer. Is that a subsidy to private utility companies? 

Mr. Corerre. It is a subsidy to the consumers of the private utility 
companies. 

Senator Nreupercer. It is a subsidy to the consumer but not to the 
company. 

Mr. Coretre. That is right. Would you like me to explain that? 

Senator Neupercer. In other words, it isn’t a subsidy to the cus- 
tomers of the industry that manufactures a product but it is a sub- 
sidy to the customers of the private utility companies? 

Mr. Coretre. That is exactly true. I can see why it would confuse 
you but here is the reason. The rates of a private utility company 
are based entirely on the investment which it has in its property and 
consequently if it buys power from a public agency and if that power 
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is tax free, the purchase and sale of that power will not increase or de- 
crease a single penny. The net income or profit of the private utility, 
the benefit, must be passed on to the consumer because there is no 
additional plant account or property added to the utility by that. It 
buys the power and charges that as an expense and it sells the power. 
It sells it at its regular rates and while there of course is a major 
difference between what it pays and what it sells for, the State regu- 
latory agency takes that into consideration. 

Senator Neusercer. Mr. Mapes, I would like to ask you a question. 
How much of the power for Portland General Electric Co. is ob- 
tained from Bonneville, what percentage of their total energy ? 

Mr. Marrs. I believe Mr. Delzell testified at the hearings 2 weeks 
ago that 82 percent of it was. 

(Mr. Robert H. Short, of Portland General Electric Co., subsequent- 
ly provided the subcommittee with the following information relevant 
to this question :) 


Percentage of Portland General Electric Co.’s total annual energy sales generated 
by the Federal Columbia River Power System and purchased from the inter- 
company pool, 1951-57 


Percent from Percent from 
Federal Federal 
Year: generation | Year—Continued generation 
Ms eta e hse 65. 2 Baths ba ce sa hee 71.5 
DER fs anicitinw Sipe debahh toute 51. 6 ROG Scien dads tedd Jedd Tt. 
RN ie ail ond cence dich quidsaigtbmaliobe 57.5 TN aiesiliens- nntilactsus Cenc smnemis ioistecnie 78.1 
TN cis i ann: AOUR cana dncliacol conical 60. 6 


Senator Neupercer. Mr. Delzell was describing with pride the op- 
erations of his company when he testified. Well, you are saying that 
the private utility company can’t make any money on the power that 
they buy from the Federal Government. How is Portland General 
Electric Co, so flourishing when they buy nearly 82 percent of their 
energy from the Federal Government? What do they make money 
on? 

Mr. Corerre. They make money on the plant investment they have, 
what generation they have. 

Senator Neusercer. On 18 percent of their generation ? 

Mr. Corerre. Yes, sir; and on their transmission and on their 
distribution. 

Senator Neupercer. On transmission and distribution of tax-free 
power as you describe it ? 

Mr. Corerre. On the facilities which they use for the transmission 
and distribution of the tax-free power. But so far as purchase of 
power is concerned, if they were able to generate that power in their 
own plants, they would definitely have to have higher rates and the 
higher rates would be allowed by the utility commission because they 
would have that much more plant account upon which to make an 
earning and they would have to make the earning on it because if 
they didn’t, they wouldn’t be able to raise the money to build the gen- 
erating plant. 

Senator Neupercer. Explain that to me. As I understand it, Pa- 
cific Power & Light gets far less of their energy from “tax-free” Fed- 
eral sources than Portland General Electric Co. Is that correct, Mr. 
Mapes? 

Mr. Mapes. I believe it is around 54 percent. 
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Senator Neusercer. Fifty-four; and Portland General Electric gets 
82 percent from the Bonneville Federal tax-free system. Yet they 
both have similar rate structures where they operate, for example, in 
the metropolitan Portland area, isn’t that correct? There is no com- 
petition for rates. We will get that for the record before we con- 
clude, but I have lived in Portland most of my life. I am sure there 
' mo competition between rates of the two. How do you account for 
that? 

(Staff Note: The rates of Portland General Electric Co. and Pacific 
Power & Light Co. in Portland, Oreg., are substantially identical for 
all major classes of service.) 

Mr. Coretre. Well, based on what you have said, and of course, 
I have made no comparison of those companies, I am reaching A 
conclusions based on utility law and utility operation, I would thin 
that what the rate was in any one area was not indicative of the rate 
of return or total prosperity of the utility, but I think I would be sure 
of this, Mr. Neuberger, and that is that the Oregon Utility Commis- 
sion allows each of those companies to make a certain return on the 
amount of money that it has invested in utility property and that 
neither company has any money invested in power facilities to pro- 
duce the power that they buy from Bonneville, and that consequently, 
so far as the power purchase from Bonneville is concerned, that the 
benefit of that power goes straight through to the consumer and then 
if I go to an industry, let me take Victor Chemical Co. which operates 
in our State and which buys Bonneville power. Victor Chemical 
Co. operates in many other places, too, and I am sure in other places it 
pays far more for its power than it does when it buys the Bonneville 
ree and consequently it gets a definite tax subsidy as to that plant 

y reason of being able to buy low-cost power due to the tax exemp- 
tion that exists in the power. 

Senator Neusercer. Mr. Corette, I may be all wrong about this but 
you and other utility executives have testified here in opposition of 
this special preference for industry and all of you have said this 
same thing, that this is discriminatory against the 134 million Ameri- 
cans who get their electricity from what you describe as investor- 
owned electric companies. 

Incidentally, in connection with that because you yourself brought 
up the ownership of your company and said your stockholders were 
scattered all over the world, what percentage of your stockholders 
are in the State of Montana ? 

Mr. Corette. I don’t recall ownership of stocks. So far as num- 
ber of stockholders is concerned, we have 11,500 stockholders in Mon- 
tana out of the total of 35,000 stockholders. So we have over 30 per- 
cent of our total stockholders in Montana. 

Senator Neusercer. Could you get for us the percentage of total 
stock of the company that those Montana stockholders oid 

Mr. Coretre. Yes, sir. I could get that. 

Senator Neupercer. If you could supply that for us. 

Mr. Coretre. Yes, sir. 

Senator Neusercer. I appreciate that. 
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(The following letter was subsequently received by the subcom- 
mittee :) 
THE MonTANA Power Co., 
Butte, Mont., June 12, 1958. 


COMMITTEE ON PUBLIC WorKS, SUBCOMMITTEE ON RIVERS AND HARBORS AND 
FLoop CONTROL, 
United States Senate, 
Washington, D. O. 
(Attention Mr. Mapes.) 


GENTLEMEN : Our president, Mr. J. E. Corette, who testified before your com- 
mittee, has requested that the following information be forwarded to you: 

(1) The number and percentage of stockholders of the Montana Power Co. who 
reside in Montana. 

Answer : Of the 32,396 stockholders of the Montana Power Co. as of December 
81, 1957, 11,622, or 35.9 percent, were residents of Montana, 

(2) Give the percentage of stock of the Montana Power Co. owned by residents 
of Montana. 

Answer: Of the 2,704,672 shares of stock of the Montana Power Co. outstand- 
ing at the end of the year 1957, 406,419, or 15 percent, were owned by resi- 
dents of Montana. 

Yours very truly, 
D. J. McCata, Secretary. 

Senator Neupercer. You referred to the fact that these 134 million 
Americans are discriminated against when Federal power is sold 
to industry, is that correct? 

Mr. Corerrr. That is exactly correct. 

Senator Nreusercer. In other words, an American citizen who is 
served by a private utility company you feel has a claim on this 
Federal energy, is that correct? 

Mr. Corerre. I feel he has exactly the same claim as his neighbor 
across the road served by REA, 

Senator Neusercer. We are not talking about REA now. I want 
to talk about industry a minute. You presuppose that a man who 
is employed by an industry that could be created by obtaining that 
power, that he has no claim on it, or a man who might buy a product 
made by that industry, he has no claim on Federal power. In other 
words, an American citizen has claim on Federal energy at Bonne- 
ville, at TVA, at South Dakota, wherever it may be, only if he is 
served by a private utility company. What if he is an employee or 
potential employee of an industry that would be established with that 
energy? Doesn’t he have a claim in that way? His job is impor- 
tant to him, too. 

Mr. Corerre. Yes, sir; but you misinterpreted, Senator Neuberger, 
my statement. I wasn’t suggesting any preference for the customer 
of the private utility. I was merely suggesting equality and that 
the customer of the private utility be in the same class as the customer 
of the public agency or as the industry. So, under my proposal 
everybody would have an equal claim and everybody would share 
equally and there would be no discrimination against anyone. 

Senator Neupercer. How would you see to it under your proposal 
that power was distributed and shared equally? How would you 
see to it that an industry got energy? For example—— 

Mr. Corerre. I realize there is nothing in your bill which covers 
that but I have given it some thought in the past particularly in 
connection with the allocation between public agencies and private 
utilities and in the past I had come to the conclusion that the power 
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should be allocated to the public agencies and the private utilities 
on the basis of their residential and commercial customer or resi- 
dential and commercial revenues and that then each would have a 
proportionate share of power for sale to industry, as well as for their 
other customers. 

Senator Neusercer. How would you ever get new industry to the 
Northwest? The Northwest today needs payrolls. Just look at the 
economic condition of your State and my State if you don’t think 
so. Look how your State has fared populationwise compared to the 
great population increase in the Nation. How is an industry going 
to get power unless it has an opportunity to buy directly at whole- 
sale from the Federal Government or has some reservation made 
for it? I have lived in the Northwest all my life as you have just 
told us you have. You were born in Butte. I was born in Port- 
land. To my knowledge, the industry that relies most extensively on 
cheap power is the light-metals industry. I don’t think there is 
any question about that. The light-metals industry has been located 
many places in the United St: ates where there is ¢ heap power, Niagara 
Falls, TVA, cheap power with steam in the Ohio Valley, and so on. 

Not one single light-metal plant ever existed, to my knowledge, in 
any proportion, not only in the Pacific Northwest but even w est of 
the Mississippi River until President Roosevelt dedicated Bonneville 
Dam and the first Federal energy became available in 1938 or 1939. 
I think that is not even a disputable fact. The Stanford Research 
Institute made a report—which Mr. Mapes has a copy of, I believe—in 
which they conclude by saying that in the period in the Northwest 
from 1940 on into the early 19; 00’s, virtually all new manufacturing 
payrolls were due to low cost energy. 

This is what confronts us who are supposed to be here representing 
the people of the Northwest. While the private utilities served the 
Northwest almost exclusively with energy and there was no Federal 
power system, we had no major industr ial users of power in the region. 
Why didn’t you people bring some there? I wish you would put on 
the record that reason. 

Mr. Coretre. Yes, sir. I would like to put these facts on the rec- 
ord in that connection. I assume that you consider electrolytic zine 
plants, electrolytic copper plants, as part of the light-metals industry 
that you talk about and Montana Power Co., beginning as far back 
as about 1910, began serving plants of that type to a point where in 
Montana we now supply elect tricity to zinc plants which produce about 
25 percent of the total zinc in the United States. Those zinc plants 
have developed because of the availability of power from the Montana 
Power Co.; and, in connection with the copper business, we also serve 
enormous quantities of power, not only to the smelters, but to the elec- 
trolytic copper plants which are particularly large users of power. 

You are also familiar with the situation in the Coeur d’Alene area 
where there are very large zinc plants; and, contrary to what you have 
just said about having no industry of that kind in our State, for a 
great many years the ¢ greatest financial criticism of Montana Power 
Co. was that we served such a large industrial load, and it was caused 
by these electrolytic plants of the type that you are talking about, that 
we were not comparable to other utilities and subject to too creat 
fluctuation. 
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Now, in the last 10 or 15 years our other load has grown to a point 
where that criticism has disappeared, but during all that time we 
have been serving these electro Fytic plants which are the plants which 
have such a large percentage of their cost in power. 

Now, as to other industry, as to manufacturing plants, I have here 
with me a table of the percentage that power represents in the total 
cost of other industries and if you eliminate the electrolytic plants 
and certain large chemical plants where you do have any where from 
15 percent to 35 percent or 40 percent of your total cost in power, if 
you take all of the other manufacturing plants, you have about seven- 
tenths of 1 percent of your cost in power; and, in our experience, 
operating in the industrial development department for a great num- 
ber of years, that power cost is so small a part of the cost of the ordi- 
nary manufacturing business, that it is never controlling and never 
a material factor in connection with the location in that area of that 
type of industry. The most important factor is the availability of 
the power and the insurance that you are going to have it in the future. 
So I just don’t agree with your premise, Senator. 

Senator Neupercer. I know you do not and every single utility 
executive that has testified in these hearings has made the same point 
that only a very small proportion of American industry relies heavily 
on the cost of power for his location. That it true. How then do 
you account for the huge Kitimat Smelter in Northern British Co- 
lumbia? How do you account for the Harvey plant going up at 
The Dalles? How do you account for Alcoa pl: int at Vancouver; the 
Reynolds plant at Troutdale; the Kaiser plant in Spokane; the Co- 
lumbia Falls Aluminum Smelter in your own State? Why were they 
located at those particular places thousands and thousands of miles 
from the source of their bauxite ? 

Mr. Coretre. I think there is no question about the fact that every 
one of those you have named has this electrolytic type which has a 
large percentage of its cost in power and that every one of those 
pl ints came to this area because of the fact that they had very low 
cost power and that if they had not had that low cost power, they 
probably would have been located closer to the source of the raw 
material that they used. In other words, they came to the area be- 

‘ause of the tax subsidy in power. 

Senator Nreunercer. None of the plants of that type that I had 
mentioned ever located in the Pacific Northwest during the period 
that the private utility companies were virtually the exclusive gen- 
erators of power in the Northwest. You would not dispute that, 
would you ? 

Mr. Corerre. Yes, I do. I think electrolytic zine plants and copper 
plants in Montana and Oregon are definitely of that type and existed 
long before there was any other Federal power. 

Senator Neupercer. There is this great difference, however. You 
are referring to plants which process the ores that happen to be found 
in western Montana and the Idaho Panhandle, and so on. I am 
referring to plants which were brought to the Northwest to process 
ore that has come from thousands and thousands of miles away, where 
the location in the Northwest was due to the electric power and not to 
the existence of a bed of ore. 
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Mr. Corerte. The situation you have described does not apply in 
Montana. Of the electrolytic zinc plants in Montana, I understand 
that the amount of ore processed through those plants that comes 
from Montana is about 15 to 25 percent, it varies from time to time, 
of the total ore that goes through those plants. 

Senator Neusercer. Where does the rest of the ore come from ? 

Mr. Corette. The rest of the ore comes from all over the Western 
United States, Canada, from the Philippine Islands, from Mexico 
and it is processed in those plants by the Anaconda Co. on a toll basis. 

Senator Nreupercer. Mr. Mapes, can we get where this ore comes 
from to the electrolytic plants in western Montana? 

Mr. Corette. This is zinc ore, Senator. 

Senator Nrusercer. The thing that concerns me, Mr. Corette, is 
the fact that our region has lagged far behind the rest of the country 
in industrial payroll. I would like to know what would bring new 
industrial payrolls to the Northwest. The purpose of S. 2206 has 
been to channel such low-cost power as remains into industrial chan- 
nels so we can get more payrolls in the Northwest. 

The time I have lived in the Northwest, which was since my birth, 
I have never seen any private utility company bring a substantial user 
of power to the Northwest to establish a new payroll there. I have 
seen the Federal Government do that. 

I served on this committee when we had Niagara Falls legislation 
before us for power development there. Industrialist after indus- 
trialist came before us urging us to make available this low-cost 
power through the New York Power Authority for industries. 

Recently Governor Harriman allocated the first, I think, 239,000 
kilowatts of St. Lawrence seaway energy virtually exclusively to 
industrial plants to be built at Massena, N. Y. His act was com- 
mended by both the Republican and Democratic State chairmen of 
the State of New York; commended virtually by every newspaper I 
have seen in the State of New York, New York City and upstate New 
York. This power, if I am not mistaken, will go to Reynolds, Alcoa, 
and General Motors. I am not certain about that but I think that is 
the industrial complex in that area, if I am not mistaken. 

Here is the greatest industrial State in the Union, so prosperous, 
that the people in that one State pay over 21 percent of Federal taxes. 
Yet they are vociferous in cheering when their Governor allocates this 
huge block of first energy from the St. Lawrence seaway for industrial 
payroll. 

Out in the Pacific Northwest, where we have been declining in per 
capita incomes, staggering rates of unemployment, lagging behind in 
industrial production, here we have your voice and others coming in 
in opposition to an industrial preference. How do you expect us to 
provide the industrial payrolls to take care of the rising population 
in the Northwest? What are we going to do? 

If it isn’t with low-cost power, I wish you would tell me what we 
are going to add jobs with in the Northwest ? 

Mr. Coretre. I think, Senator, that we have been adding jobs and 
will continue to add jobs, plus the fact that we live in a wonderful 
productive country that has extensive natural resources and it is a 
delightful place in which to live and has had a substantial growth 
through the past years. I do not believe that subsidized Federal 
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power will bring into the area anything other than these electrolytic 
industries of the type that you have called light metals industry. 

It may or may not in the future bring those industries. I think, 
as you know, that recently the aluminum companies have been building 
new plants in the Ohio Valley. 

Senator Neusercer. Why have they been doing so? 

Mr. Corerre. They have been doing that because it is basically 
closer to markets. ‘They have one other reason. They are getting 
their power that is as low cost as they can get in other than tax- 
subsidized power areas. 

Senator Neusercer. You mean that they do not want any more 
tax-subsidized power, is that your point ? 

Mr. Coretre. My point is that it is purely a question of economics 
and that they, obviously, have found that the transportation costs are 
such that they can afford to pay their power costs in the Ohio Valley 
of 4 or 41, mills and build their plants there and process their product 
there and sell it in the market area, which is in that vicinity, and do 
it more economically than shipping their products clear to the North- 
west and then shipping back to eastern markets. 

Senator Neupercer. Mr. Corette, have you reviewed the testimony 
of several weeks before this committee ? 

Mr. Coretre. I have reviewed the summaries of it. 

Senator Neusercer. Did you know that Dr. Pearl, Mr. Jourolmon, 
and Mr. Goldhammer testified for the Bonneville Administration to- 
gether as a unit, and that they testified that Olin Matheson had sought 
some 300,000 kilowatts—I believe it was, Mr. Mapes? 

Mr. Mares. Yes. 

Senator Neusercer. For the huge industrial complex that they are 
now completing in the Ohio Valley; that they first sought those kilo- 
watts from the Bonneville Power Administration? Were you aware 
they had so testified ? 

Mr. Coretre. No; I didn’t see that. 

Senator Neusercer. I think it is in the hearing record. Please con- 
tinue, but I wanted to raise these points because I think they are quite 
important. 

Mr. Corerre. I think, in view of your comments, I should point out 
that I am not proposing industry receive no part of the Federal power. 
All I propose, again, is that there be a distribution between industry, 
between public agencies, between private utilities, so that all of the 
people share equitably in whatever Federal power is available in 
that area. 

I think some of the remarks that you made might indicate that I 
was urging that industry get none of it. Of course, I do not urge 
that at all. In Montana, where we have gotten along very well with 
the situation, industry is getting a part, the REA’s are getting all of 
their power in the Bonneville area from Bonneville, and Montana’s 
power customers are getting 50,000 kilowatts from it. 

Senator Neusercer. One further question I want to ask you. You 
mentioned you thought we were getting along all right in the North- 
west. Are you satisfied with economic conditions in the Northwest 
the past 5 years? 

r. Corerre. Yes. I think we have had very desirable growth, very 
substantial growth, very stable growth. I am not happy about the 
present economic situation in the mining and lumbering industry, but 
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I do not believe it would be changed any by having tax-free Federal 
power available. I think it is a situation that is controlled by na- 
tional and international markets, and I have been very proud of the 
growth and development and substantial nature of that growth and 
development throughout the entire Northwest. 

Senator Nreupercer. We will get for the hearing record, included 
at this point, Mr. Mapes, per capita incomes in each of the Pacific 
Northwest States from 1952 through 1957 and the national average 
per capita incomes. 

(The following figures were subsequently provided by the Office of 
Business Economics of the Department of Commerce :) 


Average per capita incomes, 1952-56 


Year National Oregon Washington Idaho Montana 


tet ee : $1, 7 


1, 727 $1, 824 $1, 912 $1, 568 $1, 780 
Ws 235040-<, ete sce baie de 1, 788 1,811 1, 971 1, 487 1, 786 
a cectbaiha 1, 767 1, 748 1,977 1, 472 1, 719 
Ee eee 1, 846 1, 824 1, 980 1, 466 1,814 
ie i : 1, 940 1, 908 2, 022 1, 587 1, 862 
Percent increase, 1952-56 z 12.3 4.6 5.8 1.2 1.6 





NOTE.—1957 figures not yet available. 


Mr. Corerre. Should I now goto the other bill 
Senator Neupercer. 8. 35114/ 

Mr. Corertre. Yes. 

Senator Neusercer. Yes; by all means. 
Mr. Corerre. I have studied S, 3114 quite carefully, and have also 
reviewed previous studies that I have made of the question of regional 
development corporations or regional valley authorities, and it ap- 
pears to me that S. 3114 is, in effect, a Columbia Valley Authority, 
which was so extensively discussed and debated a number of years 
ago. 

It would create a corporation which could take over all of the power 
facilities of the Bonneville Administration, which, after a period of 
time, could take over all of the power facilities of other Federal 
agencies operating in that area and it would provide for the payment 
by the Corporation for whatever it built or acquired with moneys 
obtained from the issuance of revenue bonds up to 100 percent of the 
investment. In other words, it is in the utility business, what we 
would call 100-percent debt ratio, and those bonds would be sold to 
the Treasury of the United States so that there would always be a 
ready market for them. 

I think, quite obviously, in the last year or so, bonds of that kind 
could not have been sold except to the Treasury of the United States 
because the bill contains the specific limitation that the interest shall 
be about 214 percent, and I believe that, over the last year or so, long- 
term Federal money has cost closer to 314 percent, although, prior to 
that time, long-term Federal money, I think, was available at some- 
thing not too much in excess of the 214 percent. I have felt through 
the years that this question of valley authorities would ultimately 
lead to the complete destruction of the private utility industry, 

That conclusion was based on the fact that the only complete exam- 
ple we have is the Tennessee Valley Authority. As you know, there 
are no private utilities left in the Tennessee Valley area. 
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Now, in considering what to say here, I went back into my old 
files and I found this one copy of a map [indicating], which was pre- 
pared in connection with the bill introduced by Congressman Rankin, 
of Mississippi, providing for nine conservation authorities through- 
out the United States. I do not know if you are familiar with this 
map, Senator Neuberger ? , 

Senator Neusercer. No, 

Mr. Corerre, It shows the entire United States covered by nine 
authorities, very much of the type you have proposed here for the 
Columbia River Development Corporation. It appears to me that 
the people of the Northwest cannot assume that the other people of 
the Nation would approve of an authority in the Northwest and would 
support it by tax revenues and not insist on the same thing through- 
out the Nation. And that, if we have a Columbia Valley Authority, 
that the next thing will be a Missouri Valley Authority, a Colorado 
Valley Authority, and, ultimately, these nine authorities. 

When I think of the impact on the Federal budget of that situation, 
it seems to me to be a very drastic thing. In the TVA, the properties 
of the private utilities were acquired either by negotiation or by con- 
demnation and, if we look at the present investment in private utility 
company facilities in the United States, it is in excess of $36 billion. 

I then took the construction program of the private utilities 
throughout the United States over the past years, figured out how 
much increase that was each year in construction costs as compared to 
the previous years and found that construction increased each year on 
an average for the last 10 years of 1214 percent, so I assume without any 
particular basis for it, but merely to be conservative, that if utility 
construction increased 6 percent a year in the next 10 years, that by the 
end of the next 10 years, the utilities would have an investment—I 
have the exact figure in my statement—which would approach $100 
billion. 

Also at that time a study of the authorized Federal projects and 
the existing Federal projects indicated that there would be about $12 
billion in facilities owned by the Federal Government and either con- 
structed or authorized which would give a total of $111 billion which 
the Federal Government would have to spend if it ultimately went to 
an authority situation throughout the United States. 

It seems to me that the Columbia Valley Development Corporation is 
a definite step in that direction. Then I turned to the other side and 
looked at the tax contribution now made by the utility companies of 
the Nation and last year utilities paid just under $2 billion in total 
taxes, and if those taxes continue and if you assume that construction 
program which I have for the utility industry of about 6 percent per 
year, by 1967, the taxes paid by the utility industry will be $5 billien. 

Well, if you assume on one side that ultimately you wipe out a 
taxpaying industry in the United States which pays $5 billion in Fed- 
eral and State taxes, and at the same time you ultimately impose on the 
Federal Government the obligation of either building or acquiring by 
10 years from now, $111 billion worth of property, you see the ulti- 
mate impact of the extension of this kind of a program on the entire 
United States and on the Federal budget, which seems to me to be a 
very serious situation. 

if I have any concern about the economic future of the United 
States, I think that it comes from inflation and from high taxes. 
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Senator Neusercer. I want to ask you just one thing about this tax 
matter. Are taxes of your company a cost of doing business? 

Mr. Corerre. Yes. 

Senator Neusercer. If your taxes go up, do your rates go up? 

Mr. Corerre. Yes, that is theoretically they do and ultimately. I 
think that the theory has worked out that they just don’t go step by 
step, but ultimately. 

enator Neusercer. In other words, the consumers of your company, 
customers of your company, pay the taxes? 

Mr. Corerre. That is correct. I think that is true of every business, 
Senator, that the tax is in the price at which the product is sold. 

Senator Neunercer. However, the utility business is different to this 
extent that they have a guaranteed profit and if a person is making 
automobiles or breakfast food or babies’ diapers or some other com- 
modity or product or whatever it may be, the taxes are not built in by 
law as they are in the utility business. 

If I go down here to Pennsylvania Station and buy a ticket to New 
York and the clerk says that will be $32.85, plus $3.20 Federal tax, 
the Pennsylvania Railroad will give that $3.20 to the United States 
Treasury. But, who paid the $3.20? 

Mr. Corerre. You did, Senator Neuberger, and I am sure you paid 
the same thing when you bought a hat and I wish I could agree with 
you that the utility industry is guaranteed a profit but I do not see 
it that way at all. 

It seems to me that it is the opposite, that the utility industry is 
limited as to the profit it can make and that if it can make in that 
region, with the business it has and with all of the problems it has, 
up to that profit, it may be allowed to make up to that profit but there 
is no guaranty that it will make a single penny. 

You know right now the situation of the railroads from a financial 
standpoint and the fact that in Congress there is now a bill to aid 
the railroads. 

Senator Neupercer. You are not comparing the railroads to a power 
company, are you, in their operation ? 

Mr. Corerre. In regulation I am. 

Senator Neusercer. Are you comparing them in their operation to 
a power company? You serve, let’s say, the city of Missoula? 

Mr. Coretre. Yes. 

Senator Neupercer. A person in Missoula does not want Montana 
Power Co. service. How would they light their home ? 

Mr. Corerre. Well, they of course could light their home with 
their own powerplant. It would be more expensive for them to do it. 

Senator Neusercer. That is the only way they can do it if they do 
not want Montana Power Co. service ? 

Mr. Corerte. That is true of the citizens of Missoula, but take a 
business, Senator Neuberger, I suppose you know in the State of Utah, 
the great Kennecott Copper Co. supplies its own power. 

Senator Neupercer. I am not talking about Kennecott, which is 
one of the biggest—you have shifted the scenery. A person who lives 





in Missoula, a college professor, or forest ranger, or grocer or some- 
body like that, if they do not want Montana Power Co. electricity, 
how would they light their home or grocery store ? 
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Mr. Coretre. I am sure they would light their own home by a small 
powerplant as I have lighted my summer home for years. 

Senator Neusercer. That is what they would put in? 

Mr. Corrrre. Yes. 

Senator Nrusercer. If they do not want to ship out furniture or 
“oe or anything else by the Northern Pacific Railroad, they can 

o it on the Milwaukee Railroad or do it by a myriad of truck lines, 
15 or 20 or 25 or 30, or 2 or 3 airlines, or by parcel post. Is that not 
correct ? 

Mr. Corerre. That is right. 

Senator Neusercer. There is competition with the railroads, very 
extensive competition. That, if I read the literature which the rail- 
road company is sending me, is the principal reason that the railroads 
are in such operating difficulties. I know of hardly any power com- 
pany in its operating area that has competition; isn’t that correct? 

Mr. Corerre. No, Senator. 

Senator Neusercer. The Montana Power Co. has competition in 
Missoula ? 

Mr. Corerre. You said in its operating area. Montana Power has 
competition throughout its entire operating area from REA’s 

Senator Neupercer. And people have a choice of whether to take 
your power or somebody else’s power ¢ 

Mr. Corerre. They do in the area where REA and where our com- 
pany are both involved. We have had that for years and years. 

Senator Neupercer. And you serve Butte? 

Mr. Corerrs. Yes. 

Senator Neusercer. Is that the biggest city you serve? 

Mr. Corerre. No. 

Senator Neusercer. Which is it, Billings? 

Mr. Corerre, Billings. 

Senator Neusercer. In either Butte or Billings, do people have a 
choice if they do not take your power what power they will take? 

Mr. Corerre. So far as the residential customer is concerned, there 
is no other supplier in the area. So far as large industry is concerned, 
they certainly could go and would go to some other source of power 
if it were more economical, They buy ours because it is cheaper. 

Senator Neusercer. I am just trying to make the point that you are 
not like the railroads, therefore, because in the large areas that you 
serve, you have no competition and the railroads have very extensive 
competition from other railroads, from hundreds and thousands of 
trucklines, from the airlines and from even the United States Govern- 
ment through the post office. 

Mr. Corerre. I agree with you that the railroads have more com- 
petition than utilities, if that is the point you bring out. 

Senator Nreusercer. It is only that point because you compared 
yourself to railroads. I am trying to show you I did not think that 
was a fair comparison. 

Mr. Corerre. I was comparing ourselves to the railroads from the 
standpoint of regulation of profits. If a railroad, taking the Great 
Northern Railroad, which goes through without any railroad competi- 
tion through our part of the country, it does have truck competition, 
it would ont be allowed to make more than the profit limited by the 
proper regulatory agencies. But there is no guaranty that it would 
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be able to make any particular profit and most utilities struggle to 
be able to keep their profit as high as it has to be in order to carry on 
their proper activities. : 
Senator Neusercer. Mr. Mapes, I think it would be interesting to 
get at this point from the Department of Commerce or the Treasury, 
the percentage increase or decrease of railroad profits in the past 5 
years and private power companies in the past 5 years, just to put in 
the record. We can get that from appropriate Government agencies. 
(The following figures were subsequently obtained from the Federal 


Reserve Board :) 


Annual net income after taxes, 1952- 





| | Electric Electric 
Year | Railroads utilities | Year Railroads utilities 
(class 1) | (classes | (class1) | (classes 
A and B) | A and B) 
a : ie $825, 396,000 | $947,094, 000 1956. __ $876, 333, 000 '$1, 325, 810, 000 
1953... .- ae" ---| 903,227,000 | 1,030, 225, 000 1957 ; 733, 998, 000 | 1, 403, 113, 006 
1954._._- sa | 681,690,000 | 1, 134, 112, 000 j 
his bantekhscetdce | 927,122,000 | 1, 244,063,000 || Percent change 1952- 


| i tins (—) 11.0 (+) 48.2 
' 


Senator Neusercer. Will you please continue, Mr. Corette. 
Mr. Coretre. Yes. As you have noticed, Senator, I have not been 
following my statement directly as I thought I could shorten it by 
not doing that. 
Senator Neusercer. Both your statements will appear in full the 
record. 
Mr. Corerre. They may both be incorporated in the record? 
Senator Neupercer. Definitely. 
(The complete statements of Mr. J. E. Corette are as follows:) 





PREPARED STATEMENT OF J. E. CORETTE ON SS. 3114 








I am J. E. Corette, president and general manager of the Montana Power Co. 
I have been closely associated with the electric utility industry for the past 24 
years, principally in the Pacific Northwest, and I have also been concerned with 
national problems of the industry. 

I am appearing here today at the invitation of the committee. I would like 
at this time to express my appreciation to the chairman for arranging this ap- 
pearance which was necessarily delayed because I was out of the country on 
a mission for the State Department when the first hearings were held, 


Ss. 





3114 HAS DANGEROUS NATIONAL IMPLICATIONS 


S. 3114 would create a Columbia River Development Corporation, which would 
be a thinly disguised version of a Columbia Valley Authority with broad powers 
over the people and resources of the Pacific Northwest. This legislation has far- 
reaching implications, all of them dangerous to the welfare of the region, but, 
more than that, it poses a serious threat to the entire Nation. 

We already have a Tennessee Valley Authority, which has completely destroyed 
the investor-owned utility companies of that region and which now is straining 
to expand its areas of control and domination. I am convinced that it is im- 
possible to expand this valley authority principle to the Columbia River Basin 
without applying the same theories to every river basin in America. 

As far back as 1941, legislation was introduced in the Congress to set up nine 
valley authorities covering the entire United States. The bill proposed a 
Columbia Valley Authority, California Authority, Southwestern Authority, 
Colorado Valley Authority, Missouri Valley Authority, Arkansas Valley Au- 
thority, Tennessee Valley Authority, Great Lakes-Ohio Valley Authority and 
Atlantic Seaboard Authority. 
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This legislation was completely rejected, but if the present S. 3114 were to 
be accepted at this time, it is obvious that the next steps would be to establish 
valley authorities in the Missouri, Colorado, Ohio, Mississippi, and other major 
river basins of the Nation. 

If that were to happen, it would mean total destruction of the investor-owned 
utility industry, loss of the millions and millions of dollars in taxes paid by that 
industry, and complete loss of economic freedom by all the people. 
VALLEY AUTHORITY 


PRINCIPLE WOULD BE ENORMOUS BURDEN ON NATION 


We must face the fact that the extension of valley authorities will wipe out all 
investor-owned utilities so that the taxes paid by these utilities will have to be 
made up by other taxpayers. In addition, it will mean that future expenditures 
for power development will have to be borne by the taxpayers because the below- 
cost interest rates that are inherent in proposals like S. 3114 will make the 
bonds unsalable in the investing market. 

This, of course, would place a tremendous burden on the Federal Government 
and the taxpayers. I would like to cite some figures to show the enormity of 
this burden. 

The investor-owned utility industry of the Nation now has invested in plant 
and property approximately $36.5 billion, and its construction expenditures in 
1958 are expected to total nearly $4.2 billion. During the last 10 years, these 
construction expenditures have shown inereases on the average of 12.65 percent 
per year, but even if we were to cut this in half and estimate the future expen- 
ditures to increase at the rate of 6 percent per year, the total investment in 
utility property would exceed $98.5 billion by 1968. These billions, added to 
the $12.3 billion now invested or to be invested in existing and authorized Fed- 
eral power facilities throughout the United States, offer a measure of the obli- 
gation that would be placed on the shoulders of the American taxpayers. That 
obligation would be just under $111 billion. 


TAX LOSS WOULD BE RUINOUS 


In addition to the tax increases that would be necessary to carry this enormous 
burden of Federal investment, the Federal, State, and local governments would 
lose the billions of dollars in tax revenues now derived from investor-owned 
utilities. 

Total 1957 taxes of the Nation’s electric companies amounted to almost $1.9 
billion, of which more than $1 billion went to the Federal Government and 
more than three-quarters of a billion went to State and local governments. 

If the taxes of the electric companies continue their present trend, this annual 
taxpayment would be more than $5 billion by 1967. 
Ss. 


3114 THREATENS WELFARE OF REGION 





These are the broad implications of this proposed Columbia River Develop- 
ment Corporation legislation. The bill, however, presents an immediate threat 
to the people and resources of the Pacific Northwest because: 

1. It would vest in a centrally controlled Federal corporation an enormous 
concentration of economic and quasi-political power that would threaten the 
rights and freedom of the people in the region. 

2. It would destroy the principle of State government and States rights. 

3. It would remove from Congress control over the financing of projects in 
the Pacific Northwest. 

4. It would create additional burden on the taxpayers by promoting sub- 
sidized Federal power, increasing the financial obligations of the Federal Gov- 
ernment, expanding the scope of tax-free public power and competing unfairly 
with taxpaying private enterprise. 

5. It would emasculate the licensing authority of the Federal Power Com- 
mission, add another layer of Federal control and regulation over the power 
operations of the region and adversely affect the consumers served by the 
investor-owned utilities. 

6. It is socialistic in nature and is designed to expand public ownership 
in the region. 

Enactment of this legislation would be a grave disservice to the people of 
Montana and of the Pacific Northwest generally. 
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CORPORATION DIRECTORS WOULD BE DICTATORS 


S. 3114 is merely an attempt to impose upon the people of the Pacific North- 
west, by another name, the type of valley authority legislation that has been 
discredited and opposed many times. 

The proposed Corporation would be in a position to dictate the installation 
and operation of power-generation facilities anywhere in the region. It would 
be authorized to enter the steam-electric generation field so that it could expand 
its activities in any area, despite the fact that efficient, economical utility service 
already was being provided. 

In common with previous valley authority proposals, this legislation provides 
for consultation with the people of the area and for the formation of an Advi- 
sory Council but provides no assurance that their advice or recommendations will 
be followed. 


CUSTOMERS OF INVESTOR-OWNED UTILITIES WOULD BE ADVERSELY AFFECTED 


S. 3114 contains several provisions that would adversely affect the residents 
of the area who are being served or who want to be served by investor-owned 
utilities. 

Section 12 of the bill gives the proposed Corporation complete veto power over 
any hydroelectric project that might be proposed by an investor-owned utility 
on the Columbia River or any tributary. As the bill is written, a utility desiring 
to build such a project would have to obtain.all of the licenses and permits it 
now must obtain from State governments and the Federal Power Commission 
but still could not proceed unless and until it received the approval of the Colum- 
bia River Development Corporation. 

This veto power could completely deny any efforts of investor-owned utilities 
to develop low-cost hydroelectric projects in the region. The proposed Corpora- 
tion undoubtedly would reserve for itself all of the hydro sites that could be 
economically developed, forcing the utilities to turn to higher cost steamplants 
as their only source of supply. 

The legislation would give the Corporation unqualified authority to carry 
out the advance planning of projects to meet the requirements of the region. 
This authority is broad enough to include projects which may be proposed by 
the investor-owned utilities so that, again, the proposed Corporation would be 
able to control and restrict the power supply of the customers served by these 
utilities. 

CORPORATION WOULD CREATE GREATER BURDEN ON TAXPAYERS 


S. 3114 would give the Corporation wide latitude in financing its program, per- 
mitting it to expand its facilities through the use of Treasury-subsidized revenue 
bonds, power revenues from its own operations, and appropriations from the 
Congress. All of these methods would create additional subsidy on the power 
developed by the Corporation and would add to the burden of the taxpayers. 

The bill provides for the issuance by the Corporation of 50-year revenue bonds, 
which must be purchased by the United States Treasury so that the bonds be- 
come a direct obligation on the Government of the United States. Under terms 
of the bill, the interest rate on these revenue bonds cannot exceed 2% percent, 
yet the cost of long-term money to the Federal Government is more than 3 
percent so that the taxpayers would be required to make up the difference between 
the cost of money to the Columbia River Development Corporation and the cost 
of money to the United States Treasury. 

The Corporation also could use power revenues to finance its capital construc- 
tion. The bill also permits the Corporation to make its own cost allocations so 
that it would be in a position to influence materially the excess power revenues 
available for construction, while at the same time, the taxpayers would be saddled 
with exorbitant costs for nonreimbursable purposes. 

The Corporation’s third avenue of financing, appropriations from the Con- 
gress, would be still another burden on the taxpayers whose taxes supply the 
money which Congress appropriates. 

By having three separate avenues on which to proceed in financing, the Colum- 
bia River Development Corporation would have unlimited power to grow and 
expand at the expense of the taxpayer. 
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INTEREST OF MONTANA IS THREATENED 


S. 3114 contains a number of provisions which would adversely affect the in- 
terest of the State of Montana and the vast majority of its residents who are 
served by investor-owned utilities. 

First, there is no assurance that the State of Montana or its people will have 
representation on the Board of Directors that would control this Corporation. 
The bill limits the maximum number of Directors who may come from any one 
State but contains no provision for a minimum number of Directors. 

Second, the Corporation would control the power resources of the area and, 
through its preference clause, could effectively deny a supply of power to investor- 
owned utilities although these utilities serve more than 31,500 electric customers 
while REA cooperatives in western Montana, which are entitled to preference, 
serve only about 5,500 customers. 

Third, the Corporation, through its veto power over hydroelectric projects, 
could deny the customers of the investor-owned utilities in Montana the benefits 
of any low-cost hydro power in the region by refusing to permit the construc- 
tion of any project on the Clark Ford, Flathead, Kootenai, or other western 
Montana streams. 

Fourth, by expanding tax-free power projects in western Montana and deny- 
ing the investor-owned utilities the right to build and operate these hydro pro- 
jects, the Corporation could destroy the tax base of western Montana counties 
and eliminate these counties as economic units. 


ADVERSE EFFECT ON COUNTY TAX REVENUES 


Lake County, Mont., where the Montana Power Co. owns and operates the 
Kerr hydroelectric project, provides a graphic example of the adverse effect 
of tax revenue loss. The Montana Power Co. in 1956-57 paid Lake County 
$348,848 in State, county, and school taxes, or approximately 25 percent of all 
the property taxes levied in that county. 

These taxes were sufficient to pay all the county costs of operating the eight 
principal county’ offices—commissioners, clerk, treasurer, assessor, district court, 
sheriff, attorney, and school superintendent, and the county and school district 
share of educating nearly one-third of all elementary and secondary school 
children in the county. 

If S. 3114 were to allow a tax-free Columbia River Development Corporation 
to take over Montana Power's facilities in Lake County, it would virtually elimi- 
nate the county as an economic unit. 


CONCLUSION 


Based on the foregoing facts, it is apparent that the proposed Columbia River 
Development Corporation would be adverse to the best interests of the Pacific 
Northwest and its people and that it would— 

1. Be a Columbia Valley Authority in disguise with autocratic powers over 
the States and their citizens; 

2. Create additional Federal control and regulation over the resources of the 
area; 

8. Adversely affect the customers of the investor-owned utilities of the region 
and especially those customers in Montana ; and 

4. Place an additional burden on the taxpayers by expanding the operations 
of subsidized Federal power and restricting the development of taxpaying private 
enterprise. 

In view of this situation, I respectfully urge that S. 3114 be given an un- 
favorable report by this committee and that it be rejected by the Congress. 


PREPARED STATEMENT OF J. E. CoreTTE ON S. 2206 


S. 2206 vests in the Administrator of the Bonneville Power Administration the 
absolute power to establish priorities for industrial uses of electric energy, sub- 
ject only to the requirement that preference and priority continue to be given 
to public bodies and cooperatives. 

The bill is contrary to the best interests of a majority of the people because— 

1. It seeks to add another layer of preference on the already-unfair system 
of special treatment for one class of customers ; and 
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2. It threatens the geographical allocation of power which now assures Mon- 
tana a reasonable share of the power and energy it contributes to the region. 


ELECTRIC USERS ARE ADVERSELY AFFECTED 


This legislation strikes directly at the domestic and rural users of electricity 
who are customers of the investor-owned utilities and who are the real parties 
at interest. 

In western Montana, where Federal power is marketed by the Bonneville 
Power Administration, approximately 31,500 electric customers or 85 percent 
of the total users of electricity, are served by investor-owned utility companies. 
These customers, however, received only 23.8 percent of the energy sold by 
Bonneville last year, while 2 industrial customers received 73.6 percent. The 
rest went to REA cooperatives which serve about 5,500 customers. 

Nationally, a similar situation exists. Nearly 80 percent of the electric users 
in the Nation today are customers of investor-owned companies, but the cus- 
tomers of such utilities obtained only 18 percent of the power marketed by the 
3 largest Federal power agencies last year. 

At the same time, direct industrial customers obtained 44 percent of the power 
sold by these Federal agencies, preference customers received nearly 26 percent, 
and slightly less than 12 percent went to other customers, principally the Fed- 
eral Government itself. 

Thus, the granting of a special preference to industry would adversely affect, 
directly or indirectly, more than 134 million Americans who rely on the inves- 
tor-owned electric companies for service. It would force the domestic and 
rural customers of these companies into an even less favorable position than 
they have held up to now. 


PREFERENCE IN ANY FORM IS WRONG 


The position of these domestic and rural customers up to now has been that 
of second-class citizens, due to the unfairness of the preference clauses in Federal 
power-marketing laws. Because of these preference clauses, a majority of 
the people, who pay the most in taxes, receive the least by getting only the 
power which is left after the present and future requirements of the public 
agencies have been supplied in full. 


8. 2206 IS STEP IN WRONG DIRECTION 


In 8. 2206, there is an attempt to create an entirely new preference class never 
contemplated in any previous legislation. 

Proponents of the preference clauses in Federal power-marketing laws may 
contend that preference had its origin in 1906 and that its application today is 
the same as its application at the beginning. Nothing could be less accurate or 
more misleading. 

The 1906 act stated that, whenever power development was necessary for the 
irrigation of project lands, the Secretary of the Interior was authorized to lease 
for not to exceed 10 years, “giving preference to municipal purposes, any sur- 
plus power or power privilege. * * *” 

Without tracing the history of preference legislation in detail, the Bonneville 
Project Act, the Fort Peck Act, the Flood Control Act, and the Atomic Energy 
Act, all limit preference to public bodies and cooperatives. While there is some 
difference in the terminology of previous legislation, none extends preference to 
any industry or any private body. 


BILL WOULD GIVE BPA BROAD POWERS 


Under this bill, however, Bonneville Power Administration would be em- 
powered to hold out the promise of below-cost, subsidized Federal power in order 
to influence the location of industry in some particular section of the Pacific 
Northwest. This might take industry away from another section of the country 
or it might induce industry to move from one area of the Pacific Northwest to 
another. 

In either case, the removal of an industrial customer from any locality would 
be certain to cause widespread unemployment, severe loss of tax revenues and 
disruption of community life. 
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Bonneville’s ability to decide where an industry could locate would give the 
Administrator sweeping economic powers and could lead to harmful political 
pressures and ill feeling among the States as the fight to get industries for 
certain areas went on. 

At the same time, the subsidization of industry which would result from 
S. 2206 would be at the expense of the taxpayers. The sale of below-cost Federal 
power would merely increase the profits of the favored industrial customers, 
and the cost of their products, which is determined by competition, would not 
necessarily be lowered. 


GEOGRAPHICAL ALLOCATION IS MORE EQUITABLE 





Preference in any form is unfair. Thus, 8S. 2206, in trying to meet the problem 
of area power supply, is a step in the wrong direction. 

A more reasonable approach is the geographical allocation of power to States 
which contribute resources to the region. While present geographical alloca- 
tions still fall short of the ideal method of distributing Federal power in that 
they are limited to some extent by the preference clauses, this principle has 
greater equity than that inherent in S. 2206. 

Geographical allocations have been made in connection with Hungry Horse 
project in Montana and the Niagara project in New York and have been incorpo- 
rated in other legislation, including bills related to the Big Bend project in 
South Dakota and the Bruces Eddy project in Idaho. 

S. 2206, on the other hand, would destroy the geographical allocation of 
Hungry Horse power in Montana. Under the terms of this bill, Bonneville 
Power Administration would take the power now allocated to Montana and 
could sell that power in Washington, Oregon, or Idaho to meet the needs of 
present or prospective industries which the Administration favored. 


A SUGGESTED SOLUTION TO PROBLEM 





S. 2206 creates another layer of preference on top of the already-existing 
preference and makes third-class citizens out of the customers of the investor- 
owned electric companies. In lieu of such legislation, the best approach to the 
problem of area power supply lies in a geographical allocation without any 
preference clause. 

I would like to see legislation enacted which would allocate to each State a 
reasonable share of the power and energy produced at Federal projects located 
within those States, and which would allow that power to be distributed without 
regard to the special preferential treatment that now is accorded to public 
bodies and cooperatives. 

In this way, the States would have the electric power they need to grow and 
develop and the people in those States would have a freedom of choice so far 
as their power suppliers are concerned. If a majority of the people were served 
by investor-owned utilities, they would have the right to share in the Federal 
power that was available to their State in the same ratio that they bear to the 
total customers in the State. 

It would assure that all of the people shared in the power instead of just a 
few who qualified under a preference provision in the law. It would have the 
weight of fairness and equity and equal treatment for all of the people. 


CONCLUSION 


There is no need for the type of legislation that S. 2206 represents. That fact 
is abundantly clear when it is realized that industrial customers can and do 
already receive much greater percentages of Federal power than is available to 
the customers of the investor-owned utilities. 

S. 2206 is contrary to the best interests of the vast majority of electric users 
and should be rejected because: 

1. It extends the principle of preference in the sale of Federal power although 
this preference principle is wrong and unfairly discriminates against a vast 
majority of the electric customers ; 

2. It gives the Administrator of the Bonneville Power Administration broad 
authority to allocate power to industrial customers wherever they may be located 
in the Columbia River Basin; 

8. It would lead to interstate controversies and political favoritism as a re- 
sult of pressures being applied to obtain larger blocks of Federal power ; 
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4. It would help to increase the profits of industrial customers and enable them 
to compete unfairly against nonpreference industrial customers without neces- 
sarily lowering the price of products that are involved ; 

5. It would increase the pressure on the Federal Government—-and ultimately 
the taxpayers—for additional Federal power projects solely to benefit one type 
of customer. 

In view of the foregoing facts, I am opposed to this legislation and respectfully 
urge the Public Works Committee to reject it. 

In its place, I would like to see the Congress enact legislation along the lines 
which I have cited, providing for a geographical allocation of the available power 
without the limitations of a preference clause. In this way, Congress can as- 
sure that the power developed with taxpayers’ funds will be distributed to the 
greatest number of citizens in accordance with the principles of equity and fair- 
ness to all the people. 

Mr. Coretre. I feel that, so far as western Montana is concerned, 
the ultimate control of that State by a Columbia Development Au- 
thority of a type set up in S. 3114, could be drastically serious to 
the entire economy of the area. 

I know of no business that Federal power will bring into the area 
other than the type of business that you and I have been discussing 
such as the aluminum business, the electrolytic zinc or copper business, 
the latter being already in Montana to the full extent of the require- 
ments of the ore reserves that are available. In the Bonneville area, 
Montana Power is the owner of very substantial powerplants and 
if we take Lake County, for example, in Lake County, Mont., a power 
company now pays 25 percent of all of the taxes paid in that county 
and these taxes are sufficient to pay all of the county costs of operating 
the eight principal county offices, that is, the commissioners, clerk, 
treasurer, assessor, district court, sheriff, attorney, and school super- 
intendent and the county and school district share of educating nearly 
one-third of all elementary and secondary-school children in the 
county. 

If there was a Columbia River Development Corporation which 
ultimately took over all the power facilities in that area, I fee] Lake 
County would have very great difficulty in continuing in existence 
and that in counties where that situation exists, it would be a very 
serious blow. 

In addition, in the entire State of Montana, Montana Power pays 
over 5 percent of the total taxes andd the State is already having 
a serious time raising enough tax money to meet all of its expenses 
and I feel if we had public ownership of power facilities in that area, 
that it would be a serious burden to the State; that it would be a 
serious burden to the people of the area and to the industries that 
would have to make up that difference. 

In my statement, I have analyzed, as I know you have, the influence 
and authority that the directors of this Columbia Valley Development 
Corporation would have and it appears to me that instead of having 
what is claimed to be a monopoly in the utility industry, which I 
have never been able to understand in our area, because really, we 
are small companies, that this would really set up a Federal monopoly, 
which could control the economic development and also the economic 
results of the entire area and that it amounts to the old authority 
plan which overall could be very detrimental to the entire United 
States. 

I think with the statement which has in it the detailed figures, with 
the map I have shown to you from Congressman Rankin’s old valley 
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authority bill, showing valley authorities throughout the United 
States, with the information that I have given you as to where I fear 
such valley authorities lead, that I probably have covered quite well 
the situation as I see it. ; 

I would like to bring out one other thing in connection with both 
bills S. 3114 and the preference bill, and that is I feel that either 
of these bills would destroy the geographical preference which Mon- 
tana has for Columbia Basin power by reason of the Hungry Horse 
project being located in Montana and that would be very detrimental 
to Montana. 

It would create an administrator who could say, “I will deliver this 
power to industries and to people in other than public agencies of 
Oregon or Washington or Idaho and leave out Montana.” We feel 
in Montana that geographical preference has been a very equitable, 
has been a very fair thing and I think it would be destroyed by both 
of these bills. 

I do not know whether anyone has discussed that here before or 
whether any consideration has been given to it, but certainly, to those 
of us who live in Montana, that is a very important thing because 
we realize that without the geographical preference, except for the 
very small number of public agencies which we have, which is com- 
pletely comparable to your Oregon situation, we would have no way 
we could be assured of having any part of the Columbia Basin power 
and that geographical preference has existed now for about 10 years 
and it has been a definite benefit to Montana, and it is our experi- 
ence in Montana with that which causes me to recommend the same 
thing to you from the standpoint of Oregon instead of a bill which 
merely creates a new preference to the one which already exists. 

Senator Neupercer. You are satisfied with the geographic prefer- 
ence that presently exists with respect to Montana at Hungry Horse? 

Mr. Coretrr. Not 100 percent. We feel that it is a definite step 
in the right direction, but with the geographical preference, there 
still is the preference within the geographical area for public agen- 
cies and I see no equitable basis for a preference between public 
agencies and private utilities, because I really think the preference 
goes to the ultimate consumer and that in effect you are giving the 
ultimate consumer of the public agency a preference over the ulti- 
mate consumer of the private utility and that basically they are 
exactly the same type of people. 

Senator Neupercer. Were you aware, Mr. Corette, that Mr. Leon 
Jourolmon and General Counsel for Bonneville testified earlier? 
Mr. Jourolmon has had extensive experience, not only in the North- 
west, but in the Tennessee Valley Authority. He testified that in 
his opinion, S, 3114 was in no way parallel to the TVA as you claim. 

Mr. Corerre. Yes; I read that and then I went back and read the 
TVA Act and read S. 3114 again and I tried to compare and analyze 
the two, and while I did realize that there were some differences, it 
seemed to me that while they were not identical twins, that they were 
certainly very closely related brothers. 

Senator Nrupercer. Mr. Mapes. do you have any questions? 

Mr. Maprs. I was just a little bit interested in the Montana Power 
Co. rote Do you cover the entire State? What is your service 
area? 
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Mr. Corrrre. We serve about 70 percent of the State of Montana, 
Mr. Mapes. We do not serve the eastern 30 percent and we do not 
serve the northwest corner of the State to Kalispell, Whitefish, Co- 
lumbia Falls, Troy, and Libby. We do serve all the rest of the State. 

Mr. Marrs. And you have a considerable amount of your own gen- 
eration, is that not correct ? 

Mr. Corerre. Y es; we have very extensive generation of our own. 

Mr. Mapes. Do you know what the total of that is at the present 
time ? 

Mr. Coretre. Yes; I could give it to you almost exactly. We have 
672,000 kilowatts of capacity of which 7 75,000 comes from Government 
plants. That is, 50,000 comes from the Bonneville Power Administra- 
tion under contract and 2 25,000 comes from the Bureau of Reclamation 
under contract, so those would be almost exact figures. 

Mr. Mares. Am I correct in believing that you are the second largest 
generator of power in the Northwest, second only to Bonneville? 

Mr. Corerre. I believe that is correct. 

Mr. Mapes. I think I got that impression from the 1957 Bonneville 
report. 

Mr. Corerre. Yes. I think, taking your question very literally, the 
second largest generator of power as distinguished from seller of 
power, that is correct. We are the second largest generator of power 
in the Northwest. 

Mr. Mares. Well, I meant Federal system first and you second. 

Mr. Corerte. Yes. 

Mr. Mapes. I noticed also that you were the only company that was 
listed in the Bonneville report as a contributor, a net contributor, to 
the Northwest power pool. 

Mr. Corerte. That is correct. It has been our policy to have sur- 
plus power available at all times so that we would be able to supply 
any new people and any new businesses that we could induce to come 
into Montana so at all times we have been a net contributor to the 
power pool instead of being dependent on it. 

Mr. Mares. In your generation system, do you tie together the two 
major sections of the State, that is, the eastern slope and western 
slope ? 

Mr. Corerre. Yes, they are interconnected in our system. 

Mr. Mares. Does power flow both ways in that sy stem ? 

Mr. Corerre. Yes. I should bring out this point. The place where 
the break is is at Fort Peck, but that is the eastern end of our system, 
so that our entire system is all interconnected and it is all intercon- 
nected with the Northwest power pool. 

Mr. Mares. You have your own integrated system within the 70 
percent of Montana that you serve? 

Mr. Corerre. Yes. 

Mr. Mares. Do you serve many co-ops? Are there many co-ops in 
the State that buy their power from you? 

Mr. Corerre. Yes. Our situation is divided by the Continental 
Divide. Under Federal law, the Bonneville Power Administration 
is the distributor of Federal power west of the Continental Divide 
and the Bureau of Reclamation is the distributor east of the Conti- 
nental Divide and the divide goes right through our system. West 
of the divide, in the Bonneville area, we wheel power for Bonneville 
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to every co-op in our service area. We have no direct customers, REA 
customers, west of the divide. East of the divide, practically every 
REA is a direct customer of Montana Power. 

I believe there are three exceptions where we deliver for the Bureau 
of Reclamation to a Bureau customer under a contract. 

Mr. Marrs. What kind of contract do you have with the Bonneville 
Power Administration at the present time? 

Mr. Corerre. We have a contract which has a total term of 20 
years to buy 50,000 kilowatts of power from the Bonneville Power 
‘Administration. As I remember the contract does not say so, but it 
is contemplated that it is Hungry Horse power and it is subject to 
preference. 

Mr. Mares. That comes within the geographical allocation then ? 

Mr. Corerre. Yes. 

Mr. Mares. Where is that power used within your system? Is it 
possible to delineate that ? 

Mr. Corrrre. It goes into our system and consequently it is impos- 
sible to say where it is used, but I could limit it to this extent. It 
has been delivered to us near Anaconda, Mont., and since we have 
very substantial loads in the Butte and Anaconda Area, and since 
the power flow in general is into the Butte, Anaconda, Helena, and 
Deer Lodge area, I would say that power is primarily used in that 
general area. 

Mr. Mapes. If your load in that area is down and your load in 
another area is up, then the power might very well flow out of that 
area ¢ 

Mr. Corerre. Yes; and at times, when the Billings steam plant is 
down, power does flow out of that area regardless of “whether the load 
is up or down. 

Mr. Mapes. Billings is in eastern Montana ? 

Mr. Corerre. Southeastern part of the State. We have small hy- 
droplants between Anaconda and Biltings and have a steam plant at 
Billings, but hydroplants are not able to carry the load, so when the 
steam plant is down, through our interconnected transmission system 
power goes into the Anaconda- Billings area, so some of that would 
be Bonneville power and in that way it goes practically throughout 
our peer Smet The only area I can't see it going into would 
be Great Falls area where we have five hydroplants near Helena. 
We ya e two hydroplants and the Bureau has one, so that area is more 
than self-sufficient and is an exporting area 

But, except for that area, the Bonneville power goes into any part 
of our system. 

Mr. Mares. Those are all the questions I have, Senator. 

Senator Neusercer. Mr. Corette, we appreciate your coming here 
today. I regret you are so strongly against S. 3114, but, of course, 
that is your prerogative and pr ivilege. I had thought it was quite a 
reasonable proposition. I do believe the bill needs a great many 
technical improvements and revisions, but I thought it was and I still 
do believe it is a fairly reasonable and quite fair provision and I am 
persuaded by the fact that two former high officials of the TVA, who 
are now residents in the Northwest, Mr. Leon Jourolmon and Mr. C. 
Girard Davidson, both have said they think that this is far less sweep- 
ing in scope than TVA and drastically different from TVA in the 
authority and jurisdiction provided to the proposed agency. 
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I do think you should know that because, while you are entitled 
to your views, here are people who have been experienced in both 
areas and they do take this opinion. 

We are glad that you have come. We have been pleased to offer 
you this opportunity, which is a very important one, I think, not 
only to you, but to the hearing record to place your views on the 
record. 

Mr. Corerte. Senator, I would like to express my appreciation of 
being given this time and of being extended the invitation. I would 
like to thank you for your patience and your tolerance with my dif- 
ference in viewpoint with you. As you can see, I feel very strongly 
that the basic prosperity in this country is based on private enterprise 
and I plead guilty to having very strong feelings against anything 
that extends Government ownership whether in the power field or 
any other field. 

Senator Neunercer. I agree with you about private enterprise. 
It might just be that you think private utilities are the most important 
private enterprise and I would expect you to think that. I perhaps 
think in terms of factories and men working on an assembly line; 
that is private enterprise too. 

Mr. Coretre. I agree completely. 

Senator Neupercer. Thank you very much for coming. 

Mr. Corerte. Thank you very kindly, Senator. 

Senator Neunercer. Thank you, Mr. Corette. I hope you will tell 
Senator Murray we are very pleased he helped make the contact for 
you to come here. We are very fond of Senator Murray. 

I have a few matters that I believe should go into the hearing 
record prior to the time of our adjourning today and there is one 
particular situation that I wanted to develop in the hearing record 
with respect to all of the information that seems to be pertinent and 
necessary. 

During our last hearings 1 in May, I believe the date was May 23, 
I received the statement in support of the proposed Columbia River 
Development Corporation from Mr. William Niskanen, of Bend, 
Oreg., who is chairman of the Oregon Republican Party Power Policy 
Committee. Mr. Niskanen in a covering letter requested that I make 
the statement which he submitted on behalf of that Republican Party 
committee a part of the hearing record. Accordingly, I did so, as Mr. 
Niskanen requested. 

A few days later, Mr. Niskanen’s authority to speak for the Repub- 
lican Party was challenged in the press of the State by former Gov. 
Elmo Smith of the State of Oregon. 

A considerable controversy then developed in the Oregon press. 
On June 2, the distinguished senior Senator from Idaho, Mr. Dwor- 
shak, made a statement on the Senate floor which said that I had mis- 
represented the viewpoint of the Oregon Republican Party when I 
presented Mr, Niskanen’s statement for the record. 

T replied to Senator Dworshak yesterday, June 4, and a copy of my 
statement is in the record, Congressional Record, of that date. I de- 
sire the record here to show that I did not intrude the Oregon Repub- 
licen Party into this controversy. 

The statement was sent to me by Mr. Niskanen, who is a very promi- 
nent Republican, who specifically requested that I introduce it into 
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the hearing record. I followed his request explicitly. However, in 
fairness to the hearing record, in fairness to Senator Dworshak, who 
made these charges of misrepresentation and in fairness to myself, I 
sent this telegram on June 3 to former Gov. Elmo Smith, the publisher 
of the Democrat Herald of Albany, Oreg., to Mr. William Niskanen, 
Bend, Oreg., chairman of the Oregon Republican Power Policy Com- 
mittee, and Mr. James Short, chairman of the Republican Party of 
Oregon. 

_ Iam going to read the telegram and ask that it appear in the hear- 
ing record. 

Our Senate Public Works Subcommittee holding 1 further day of hearings 
June 4 on Columbia River Regional Corporation issue to accommodate witnesses 
from Montana unable to be present earlier. Inasmuch as controversy seems to 
have developed in Oregon over exact position of Republican Party in State on 
this vital issue, will be pleased to receive clarifying telegrams for committee 
record should you desire to submit same. Note references in press by former 
70v. Elmo Smith that William Niskanen not authorized to speak for Republican 
Party in support of Regional Corporation bill. In response to his request, I 
included Mr. Niskanen’s entire statement on Corporation legislation in hearing 
record on May 23. Would appreciate learning if Mr. Smith is authorized Repub- 
lican spokesman in opposition to bill. 

Kind regards. 

RicHaArpD lL. NEUBERGER, 
United States Senator. 

I have received the following replies. To begin with, no reply as of 
this time, 11:15 a. m. on this date of June 5, to my knowledge, has 
come from ex-Gov. Elmo Smith. It was Mr. Smith who challenged 
the right of William Niskanen, of Bend, to speak for the Oregon 
Republican Party. 

This telegram has come from Mr. William Niskanen and is a very 
short message. 


Answer to your inquiry will be made by James Short, party chairman. 
WILLIAM NISKANEN. 


This telegram was received by me this morning from Mr. James F. 
Short, chairman, Republican State Central Committee of Oregon: 

Policy position favoring Regional Corporation concept announced by Mark 
Hatfield during primary campaign was the intended recommendation of our 
recent communication. A mandate of the Republican Party of Oregon May 1 
established Hatfield as the titular head of our party in this State. 

I am going to assume that date means May 16, date of the Oregon 
primary election, but I am not. wholly assured of that. 

I wish to note that as of this time, our hearing record has received 
no statement from Mr. Hatfield. Mr. Short has said: 

Policy position favoring Regional Corporation concept announced by Mark 
Hatfield during primary campaign was the intended recommendation of our 
recent communication. 

I do not know what Mr. Hatfield’s position is on Regional Corpora- 
tion. More important, we have received no statement from Mr. Hat- 
field for the hearing record. Therefore, I must say that IT, as acting 
chairman of the subcommittee, am somewhat confused as to what the 

sit] f the Republican Party of Oregon is on this issue 
position of the Republican Party of Oregon 1s on this issue. 
< 1? 

I do not see how anybody reading the record could help but s'iare 
that confusion. Again, I want to say before I place these messages 
in the record that I did not ask the Republican Party of Oregon to take 
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a position on the Regional Corporation bill. I did not intrude the 
Republican Party or the Democratic Party into this particular issue. 
Mr. Niskanen’s statement was sent to me voluntarily by Mr. 
Niskanen. I had no part whatsoever in originating his statement. I 
merely followed his request to include it in the hearing record. 

I had nothing to do with the challenge to Mr. Niskanen’s authority 
to speak for the Republican Party, which came from ex-Governor 
Elmo Smith of Oregon. 

When Senator Dworshak or anybody else says I misrepresented the 
stand of the Republican Party of Oregon, I think it should be made 
clear that I merely included in the hearing record, as requested, the 
statement sent to me by a prominent Republican who said that he 
was speaking for the Republican Party Power Policy Committee. 
Therefore, I felt it only fair for me to ask the three leading Repub- 
lican participants in the matter, ex-Governor Smith, Mr. Niskanen, 
and Mr. Short, if they desired to clarify the hearing record and ac- 
cordingly I did so. 

The only result has been this wire from Mr. Short saying that the 
policy position favoring the Regional Corpor: ition concept announced 
by Mark Hatfield during the primary campaign was the intended 
recommendation of our recent communication. 

Mr. Mapes, the hearing record will stay open until next Monday. 
If Mr. Hatfield desires to send us a statement giving his stand on the 
Regional Corporation, of course it will be included in the hearing 
record in full. 

I have an editorial from one of our leading daily newspapers in the 
State of Oregon, Pendleton, East Oregonian, June 2, 1958, entitled 
“The Fight Goes On and the Region Suffers.” 

I think this is a very thoughtful and informative editorial and I de- 
sire to have it included in the hearing record in full because I think it 
is pertinent to the matter under discussion right at this time. 

(The editorial is printed at p. 501 of the record. ) 

Senator Neusercer. Mr. Corette, we thank you for being with us 
today. 

We will stand in recess and, Mr. Mapes, the hearing record will re- 
main open until] next Monday if anybody desires to submit any sup- 
plementary statements, information, or data. 

Thank you so much. 

(Whereupon, at 11:20 a. m., the committee was adjourned.) 

(The following supplemental statement was received from Mr. Nor 
wood after the close of the hearings, as suggested by the chairman :) 


SUPPLEMENTAL STATEMENT RELATING TO §S. 3114 PRESENTED BY THE NORTHWEST 
PuBLIC POWER ASSOCIATION, GUS NORWOOD, EXECUTIVE SECRETARY, VANCOUVER, 
WASH. 


This statement is submitted in accordance with the request of the chairman, 
and is in part an effort to provide some of the information and views which 
would have been provided as part of the May 21, 22, and 23 hearings had time 
permitted. 

We are most appreciative for the very fine hearings on this bill. We are grate- 
ful for the large amount of constructive testimony which has been presented. 

The purpose of this supplemental statement is to recapitulate the main reasons 
which justify this bill; second, to list and emphasize what may be the most 
important reason of all for the bill; and third, to answer some of the questions 
raised at the hearing. 


Ch en. te <o 
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I, MAIN REASONS FOR THE BILL 


At the risk of oversimplifying and understating the necessity and justification 
for 8. 3114 we submit seven broad reasons why the Pacific Northwest needs the 
Columbia River Development Corporation bill. The bill would— 

1. Provide for the maximum development and conservation of the water re- 
sources of the Columbia River Basin, as well as the human resources. 

2. Provide a businesslike means for planning, administering, and financing 
this undertaking on a revenue-producing, self-liquidating basis. 

3. Meet the public-utility responsibility for an adequate power supply at 
the lowest possible cost to all who wish power. 

4. Provide a means and a stimulus for industrial expansion and job oppor- 
tunities on a full-employment basis. 

5. Provide sufficient upstream storage to cut in half the maximum Columbia 
River flood of record and thereby also insure fuller development of the hydro- 
electric potential. 

6. Provide an integrated, orderly, timely, and efficient resources-development 
program in lieu of the present chaotic hodgepodge. 

7. Provide public control and full responsibility through Congress and an 
adequate voice by regional interests to insure that benefits from the program 
will go to the general public. 


II. THE MOST IMPORTANT REASON 


We have overlooked and have failed to emphasize what now appears to be 
the most important reason of all for the creation of the regional corporation. 

There is one basic overriding reason for the enactment of a bill such as 
S. 3114: To do a job that otherwise would not be done. 

The Columbia River Development Corporation in large measure must develop 
that difficult portion of the Columbia River potential which is beyond the 
eapacity of existing methods and agencies and which would otherwise not 
be undertaken. 

One casual, offhand statement in the 3 days of hearings suggests the central, 
most important theme for our supplemental statement. 

One private utility corporation witness suggested casually that the Columbia 
River, when projects under construction are completed, will be from two-thirds 
to three-fourths harnessed. 

Our testimony instead suggests the Columbia is now from 15 to 20 percent 
harnessed. The inclusion of projects under construction may raise this to 
30 percent. 

Thus in our estimation this private utility corporation witness contemplates 
that the ultimate development will grind to a halt at about the 40 percent 
mark; that is, we will achieve only 40 percent of the engineeringwise feasible 
potential of the river’s waterpower. 

We are inclined to agree with this private utility corporation executive up to 
this point. 

However, he then concludes that therefore there is no need for §S. 3114. 

Here we come to the parting of the ways. We are in complete disagreement 
with the private utiilty position. 

We think the most important reason for 8S. 3114 is to insure that the Columbia 
River is harnessed to the absolute limit of economic feasibility, a point we esti- 
mate to be at about 80 percent of the engineeringwise feasible potential. 

We hope to see the private utility goal doubled and exceeded by 100 percent. 
The difference in the public-interest as against the private-utility view is on the 
order of 2 to 1. 

Therefore we conceive of the Columbia River Development Corporation as ¢ 
mechanism for planning, administering, and financing the more difficult half 
of this vast undertaking. 

ranted that the second half of the job will be more costly. Granted that 
the second half will be beyond the reach of private investment. Granted that 
the second half will present tough problems and will depend on the availability 
of the lowest obtainable interest rate. 

The stark issue is before us. Will we have a 40 percent or an 80 percent 
development of the physical potential of the Columbia River? The 40 percent 
may be achieved for an investment of perhaps $5 billion. The 80 percent may 
require $15 billion. The first half will be and indeed has been a cream-skimming 
operation. The second half will generally cost twice as much as the first half. 
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These figures are the crudest estimates. They merely indicate order of 
magnitude. 

But society has a choice. 

Under the private-utility concept the Columbia may indeed be two-thirds to 
three-fourths harnessed. 

That is not a public-interest concept. That does not develop the other half 
of the potential. It is at best half a loaf. 

It is repugnant to conceive of any public policy which would deliberately 
discard half of the potential of America’s greatest river, indeed, of the miracle 
river of America. 

The testimony and belief of the private-utility executive should remind the 
Congress of a statement made by a committee of private-utility executives in a 
letter to REA Administrator Morris L. Cooke on July 24, 1935, when only 11 
percent of the farms of America enjoyed the use of electricity. The letter stated: 

“* * * there are very few farms requiring electricity for major farm opera- 
tions that are not now served.” 

Repeatedly since then the private-utility executives have sung this same old 
refrain. 

Typical are the statements of Grover C. Neff, president of the Wisconsin 
Power & Light Co., who was president of the Edison Electric Institute in 
1946-47 : 

August 11, 1945: “There seems to be no necessity for additional allotments 
(to REA) at this time.’—Memorandum presented to Committee on Electric 
Service for Farmers. 

October 17, 1945: “* * * the job of extending lines to farms and nonfarms 
will be practically over in 1948.”—Before a subcommittee of the House Com- 
mittee on Interstate and Foreign Commerce. 

December 20, 1945: “The end of the big task of taking electric service to 
the great bulk of farms is now in sight.”—Article, Public Utilities Fortnightly. 

June 5, 1946: “The big job of extending electric lines to the farms of this 
country will be about completed on December 31, 1948. * * * REA has plenty 
of money to carry on the above outlined construction program for the years 
1946, 1947, and 1948, even if the Senate does not grant them the $250 million 
included in the 1947 Appropriation Bill.”—Inaugural address. 

April 24, 1947: “* * * it is our opinion that REA does not need any additional 
loan authorizations by Congress to complete its job.’—Before subcommittee of 


the House Committee on Appropriations. 


Percent of United States farms with central station electric service 


Percent Percent 
EE Re eRe ae Dien me is SS ees ee eeusede Bere 
I i eS cabo O04 408y cas eee je en ete tee 
ee ee i ee 44. 7 | 


Despite this bad advice of the private utility executives, the Congress made 
available the loan funds to REA. The job was done, by a wise Congress. 

The REA performance illustrates uniquely and clearly the test which Abe 
Lincoln used to determine the proper role of government. We think the regional 
corporation qualifies under this same standard: 

“The legitimate object of government is to do for the people what needs to 
be done, but which they cannot, by individual effort, do at all, or do so well, 
for themselves.” 

At a more appropriate time we offer to illustrate the thesis that the Columbia 
River program can be doubled through the efforts of the proposed Corporation. 

Exhibits S. 1 and S. 2 set forth our concept of the potential of the Columbia 
River Basin. 

Previously we submitted as an exhibit Four Tests for a Regional Power 
Agency which contains a chart showing the relationship of low interest rates 
and full development. Exhibit 8S. 8 carries the interest rate argument further. 

Turning to upstream storage, we have submitted numerous exhibits at both 
a 1956 and 1958 hearings on upper Columbia River development wherein we 
urge a minimum goal of 47 million acre-feet of usable upstream storage in the 
basin for flood control and power. 

The regional corporation will begin at the point where the easy methods leave 
off. It will be the instrument for roughly doubling the development of the 


Columbia. 





BONNEVILLE PROJECT ACT AMENDMENTS OF 1958 573 


It will thereby bring to bear the financial and administrative strength to 
achieve the fullest feasible, comprehensive multiple-purpose development of 
the water resources. It should thereby be able to meet the test of conserva- 
tion; namely, the wise use of resources so as to achieve the greatest good for 
the largest number of people forever. 


III. QUESTIONS RAISED AT THE HEARINGS 


1. The most searching questions were raised at the hearing by Mr. Harold 
Seidman, Assistant Chief, Office of Management and Organization, Bureau of 
the Budget. Since Mr. Seidman is the Bureau’s recognized expert on Govern- 
ment corporations and has written the definitive book thereon, we have the ut- 
most respect for Mr. Seidman’s points. He discusses four areas. 

He begins by agreeing on the propriety of the use of the Government corpora- 
tion form for this enterprise. 

2. Mr. Seidman’s second point is that the corporation would have multiple- 
purpose authority but only single-purpose responsibility. He fears this would 
not promote the unified and balanced development of water resources. 

We concur on the principles that authority and responsibility should be com- 
mensurate, and that the unified and balanced development of water resources 
should be promoted. However, we do not want to create a CVA and displace 
the Corps of Engineers and the Bureau of Reclamation. 

In drafting the bill we clearly fixed the authority and responsibility for the 
transmission and marketing of federally generated power in the Corporation. 
Next we intended to enable the Corporation to obtain financing for the Bureau 
of Reclamation and Corps of Engineers to bring in new power supplies so as 
to enable the Corporation to meet the “net power requirements.” The Corps 
and the Bureau may also obtain direct appropriations and the corporation may 
obtain direct appropriations in addition to using internal funds, but the Corpora- 
tion would have the flexibility of the bond issuing authority as a supplementary 
means of financing. 

We think the existing Federal agencies should operate the existing dams and 
also the new dams which they might build. Only if the President should make 
a finding that economy and efficiency would result, then he would be authorized 
to transfer any or all power-producing facilities for ownership and operation 
by the Corporation. We also lean toward a minimum staff for the Corporation. 
Thus the Corporation may contract with non-Federal power agencies, for 
example, for the operation of remote substations. 

In turning to the nonpower functions of multiple-purpose river development, 
our first and governing policy was to place upon the Corporation certain directives 
of the Congress such as the upstream storage goal of cutting in half the maximum 
flow of the Columbia at The Dalles. In fact the entire paragraph on page 15 
of 8. 3144 from lines 4 through 18 is a most stringent definition of comprehensive 
development. The multiple purposes are also cataloged on page 12 in connec- 
tion with cost allocations. 

Generally we consider that 8. 3114 imposes a limitation upon the Corporation 
to conduct its power activities consistent with full development of resources. 

It should be clear that the Bureau of Reclamation retains full authority in 
the irrigation field and the Corps of Engineers retains full authority in the 
navigation field and flood-control field. 

We are at a loss to suggest a better setup without getting involved with a CVA 
idea and a general disruption of the existing interagency relationships. We 
want an absolute minimum disturbance of the existing agencies. 

3. On the organization of the Corporation Mr. Seidman recommends a single 
administrator-advisory board type of agency. 

We think this would not be advisable and we feel we would continue with 
the five-man Board. The only question in our mind is whether the Board should 
be full time. We want to make it clear that this is a policymaking Board. 

4. On financing we generally concur with Mr. Seidman’s points. Our amend- 
ment defines a flexible formula on interest rates. We see no harm in a statutory 
limit. 

One clarification is needed that under S. 3114 the Corporation’s electric revenue 
bonds may be sold only to the United States Treasury. 

We do think the nonreimbursable features should be handled as a credit 
in accordance with approved cost allocations. 
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It is our hope to pick up these valuable ideas of Mr. Seidman in our next draft. 

5. Several witnesses, including Senator Dworshak, sought assurance on each 
State having a director. Our amendment takes care of this. 

6. The reclamation groups felt that 12 (b) supersedes 12 (g) on water rights. 
Our legal interpretation is to the contrary but we'll try to make it clearer. We 
are in agreement on the objective that the Corporation is not to interfere with 
State water laws and water rights. 

We also think section 12 (b) is quite strong. We'll be happy to consider amend- 
ments to preclude the Corporation being unnecessarily autocratic. 

7. Mr. Kinsey Robinson’s written statement suggests that the reason S. 3114 
is in the form of amendments to the Bonneville Act is “that would give it less 
the appearance of a valley authority.” 

We hadn’t thought of that argument but that is an additional and helpful 
reason. 

Certainly, as many witnesses brought out, since this is a moderate, middle- 
of-the-road proposal, which specifically is to avoid the extremes of a valley 
authority, we would be agreeable to avoiding the appearance of a valley au- 
thority as well. 

8. Mr. Robinson suggests that controls are wiped out. 

The Government Corporation Control Act applies fully as to budget, audit, 
accounts, and reports just as at other Federal corporations. 

Rates are controlled by the Board of Directors just as the TVA Board of 
Directors controls rates for that agency. 

9. Mr. Robinson suggests that we propose that the corporation undertake 
the “primary, if not the sole responsibility” for power supply. 

No. That is not correct. The Corporation is to fill the gap that is left after 
all non-Federal agencies have done what they can do. We want our local public 
and cooperative systems to have the full right to construct powerplants. Our 
language directs the Corporation to meet the “net power requirements.” We 
should probably provide a definition of this term in the bill to clarify this basic 
policy. 

10. Mr. Robinson pictures the Corporation as a czar or dictator. 

We would share his fears if they were well founded. We, too, do not want 
the Corporation dictating or interfering in the internal affairs of our consumer 
owned electric systems. We will be glad to watch for this point as the bill 
goes through further revisions. Like Mr. Robinson we want the Corporation 
to be on “tap not on top.” However, as we said before we are open to more 
study on section 12 (b). 

11. Mr. Robinson suggests the Corporation would preempt the power field and 
annihilate private power. 

No. We disagree. On this and similar fears it must be understood that the 
Northwest Public Power Association comprises local public and cooperative 
electric systems each of which is proud, indeed jealous, of its independence and 
local autonomy. We believe in genuine home rule. 

If this bill can annihilate private power, the same risk would face our sys- 
tems. Again like Mr. Robinson we don’t want the Corporation in the local 
distribution business. We want it confined to the wholesale power business. 
We think the bill is clear on this point. 

12. Finally, Mr. Robinson suggests S. 3114 is not in keeping with free enter- 
prise. 

We think it is in keeping with, and will serve as a great stimulus to, free 
enterprise—both public and private. We think it will facilitate new indus- 
tries and expansion of existing industries. 

On the other hand we think possibly the existence of the Corporation will 
have a moderating influence on monopolies. At least we hope so. 

13. Senator Neuberger asked Mr. Kinsey Robinson a question in regard to 
the January 4, 1946, Study of Loads, Load Trends and Resources of Utilities 
of the Norhtwest Power Pool. In replying Mr. Robinson gave the impression 
that Seattle and Tacoma approved of the study. 

This is not true. In a memorandum prepared by BPA entitled, “Remarks Re 
Responsibility For Existing Power Shortage in the Pacific Northwest,” six 
pages, plus chart dated February 20, 1953, the statement appears that: “* * * 
both Seattle and Tacoma disagreed with the load estimates and submitted 
statements in line with Bonneville Power Administration forecasts.” 
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14. The association has considered some 700 comments on this bill and will be 
grateful for any further suggestions to insure that this bill is fully in the best 
public interest. 

Thank you. 

ExuHIsit 1-S 


{The Pacific Northwest Public Power Bulletin] 


How Bie Is THE COLUMBIA RIVER? 


(Summary of talk before Engineering and Operations Section of Northwest 
Public Power Association, Wenatchee, May 10) 


The greatest challenge facing Pacific Northwest engineers is how to make the 
best and fullest use of our rivers. 

The prophets of gloom and doom are saying we are already half done on the 
Columbia. Others are asking, “With atomic energy just around the corner, 
couldn’t we keep the tributaries of the Columbia River as primitive areas?” 

How big is the Columbia? What is the river worth? 

My purpose tonight is to suggest that the Columbia River is worth a lot more 
than we have thus far been led to believe. Possibly not in our lifetime but 
someday the Columbia may have 50,000,000 kilowatts of installed capacity. 


RIVER OF THREE DIMENSIONS 


It may be helpful to think of the Columbia River as a cube which is expanding 
in all three dimensions as we improve our concepts and techniques of river basin 
development. 

The three dimensions or factors which concern us are first, the amount of 
power ; second, the value of power; and third, the financial feasibility. As these 
three dimensions expand, the cube will grow and thereby we and our children 
will benefit through the best and fullest development of the Columbia River. 


FINANCIAL FEASIBILITY 


Many a beautifully bound project report for a hydroelectric dam is gathering 
dust on a bookshelf because it could not meet an unreasonable feasibility test. 

One such test which will affect the long-range development of the Columbia 
is the artificial and unrealistic assumption that the useful service life of a dam 
is only 50 years. This well-known ground rule has gone unchallenged until 
recently. 

However, when the Army began to review the 308 report last fall there was 
included a study of a combination hydrothermal system. It was furthermore as- 
sumed that the useful service life of steam plants would be 35 years and the 
life of dams would be 50 years. The Northwest Public Power Association pro- 
tested and urged 150 years for service life of dams. 

The benefit-cost ratio of most dams doubles when 150-year service life is 
used, and in the case of flood-control projects may even triple. The effect of 
the longer life assumption will be to bring into the range of feasibility many 
otherwise marginal projects. Also in determining optimum dam height as at 
Hungry Horse Dam, the longer service life would permit the greater height or 
the larger reservoir. 

China has a 4,000-year-old dam. Peru has one 2,000 years old. Hydraulics 
manuals often give 500 years or indefinite life for dams. TVA uses 100 years for 
depreciation purposes. Bulletin F of the Bureau of Internal Revenue permits 
150-year service life for dams, waterways, and reservoirs. Recently the Bureau 
of Reclamation adopted a 150-year depreciation period for Hungry Horse Dam. 
As our experience with dams grows, undoubtedly the 150-year period will win 
acceptance. 

In studying the question of how big is the Columbia River, we will find that 
using the 150-year service life greatly expands our range of financial feasibility. 
This dimension of our cube will double. 


THE VALUE OF PEAKING POWER 


The cube’s second dimension involves the value of the kilowatt-hour. As a 
rough rule, if dump power is 2 mills per kilowatt-hour, then firm power is worth 
4 mills, and peaking 8 mills. 
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The same kilowatt-hour which in a young hydrosystem sold as dump power, 
may at a later stage of development, perhaps due to upstream storage, be sold 
as firm. Then, as atomic plants come in to carry the base load, the hydro kilo- 
watt-hour graduates to the status of valuable peaking power. 

When TVA steam plants operate at over 98 percent load factor, the hydro 
system serves to carry the peaks. Hoover Dam and many others illustrate how 
hydro can be used in the Pacific Northwest when atomic plants assume the base 
load in 20 or 30 years. 

As the value of hydro rises due to the assumption of peaking duty, the second 
dimension of the cube expands and again the cube grows and makes possible a 
bigger Columbia River power system. 


MORE HYDRO POWER 


The cube’s third dimension involves the amount of power. With the more 
liberal feasibility test of 150-year service life and with the growing value of 
power, more and more projects can be built. Upstream storage, pumped stor- 
age, Overlap, pondage, diversions, and more and more peaking generators will 
operate to squeeze the last kilowatt-hour from the river. 

The three factors may now be applied to the available statistics. According to 
FPC publication P—26 the status of the Columbia River as of January 1, 1953, 
was as follows: 





Power de- |Undeveloped Total 
| veloped | 
ants ae cisensshismbniepaninealtiad ss —— 
Capacity (million kilowatts) _._.____- esis cs dee ia ck oes 3.95 | 30. 22 | 34. 17 
Average annual energy (billion kilowatt-hours) - --_--_-.-- 29, 23 139. 01 | 168. 24 
Energy as average kilowatt (million kilowatts) -_____- ie eae 3. 34 15. 88 19. 21 
Load factor (percent). -.......-.--_--- lt bem NR ele 84.5 52.2 56. 2 


The Columbia’s average energy capability of 19,210,000 kilowatts might 
reasonably be rounded off at 20,000,000 kilowatts. With this as a base the 
installed capacity which would be permissible at various load factors is as 
follows: 


Load factor (percent) : Installation-kilowatts 
el hea Rae iirs tat ce ee ee ed Se elie acts BB; G60; 00S 
50 


splat htien seat 3 _.... 40, 000, 000 
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General Itschner recently testified that the potential of the Columbia was as 
follows: 


[Kilowatts] 


Average } Peak 


Maximum potential. Seiaiecigad — 4 19, 000, 000 | 45, 000, 000 
Practical limit _- i “ ; Mu : 12, 500, 000 28, 000, OVO 


He cited Chief Joseph and The Dalles as dams where future peaking gen- 
erators would be installed. 

He might have mentioned Ice Harbor as a sign toward future thinking on 
river development. Last year Ice Harbor Dam plans were suddenly changed 
from four 65,000-kilowatt to six 90,000-kilowatt units. Overnight the installed 
capacity was doubled from 260,000 to 540,000 kilowatts. Someday the Bonne- 
ville Dam may have a second powerhouse. Grand Coulee may have a third or 
even a fourth powerhouse and might even have a 43-foot extension on the dam 
to create added storage. 

As power needs increase, as our planning technology improves and as we 
use the Columbia for peaking power on top of an atomic energy base load system, 
we should find ourselves approaching and possibly exceeding a 50-million- 
kilowatt generator installation on the Columbia River. 
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YXHIBIT 2-S 
[Public Power Bulletin] 


EXPANDING HORIZONS FOR THE COLUMBIA RIVER 




















FULL DEVELOPMENT PROMISES 50 MILLION KILOWATTS 






{Talk at 14th Montana Farmer-Labor Institute at Montana State College, Boze- 
man, Mont., November 23, 1957, by Gus Norwood, executive secretary, North- 
west Public Power Association) 


The electrifying news in 1776 after the battle of Lexington and concord was 
that the raw colonials, fighting for self-government, had held the professional 
soldiers of King George the Third. 

So it was Missoula. The labor unions, the citizen groups, the Farmers Union, 
the rural electric cooperatives stood shoulder to shoulder until half the popula- 
tion of Montana was effectively on record for Paradise Dam. 

October 21 was the red-letter day of 1957 for Montana. On that date was 
fought the battle of Missoula. On that date the Corps of Engineers held its 
crucial 308 review hearing on Paradise Dam. 

*aradise Dam is the key to whether Montana is to achieve and enjoy the 
benefits which can be obtained from its portion of the Columbia River Basin. 

The buildup for this impending test and battle I had been watching for 2 years 
since September 1955 when General Foote appointed me as one of the 14 mem- 
bers of the 308 General Advisory Committee. 

The duty of the committee is to advise the Corps of Engineers on public interest 
aspects of the 308 review report on Columbia River development. The Montana 
Governor is represented by Mr. Les Colby, of Missoula. 

From the start the Army submitted a plan which omitted Paradise, Nez Perce, 
Hells Canyon and other important dams which had been prominently featured 
in the original 308 report of 1948. I protested. Finally, a year later on Decem- 
ber 7, 1956, our agenda listed the question: Should Paradise Dam be reconsid- 
ered? I said yes. 

Mr. Colby then extensively reviewed all the past arguments against it for 
about 10 minutes. My answer was short: “I agree with everything Mr. Colby 
has said. What he is saying is that we must come up with the best dam bill 
that has ever been written, and that is what we intend to do.” 

On December 20 General Foote announced that the Army would reconsider 

-aradise. 

Three months later in March 1957 the Committee for Paradise Dam was 
formed by the people of western Montana. Work started on the Paradise Dam 
bill. Then in June at the Second Water Resources Conference at Missoula on 
“Upstream Storage” the new bill was unveiled. Late this summer the bill was 
released as a committee print. 

The October 21 hearing has now made Paradise Dam a significant and key 
project for possible early construction. 

Montana has a hydroelectric potential of about 6.8 million kilowatts of which 
about 10 percent is harnessed while the remaining 90 percent runs wastefully 
to the sea, causing flood damage along the way. 

With its 1,008,000 kilowatt potential Paradise Dam represents one-sixth of 
Montana’s future new power supply. It can produce as much power as the 
whole State uses today. Thus it can double the electric power economy of 
Montana. 

What does this mean for our people? 

In July 1956 as the first speaker at the first annual water resources confer- 
ence at Montana State University, I had the responsibility of keynoting the pro- 
gram, and I did so with these words: 

“In his speeches and writing on the role of the modern university, Dr. Conant, 
former president of Harvard University, urges as the first and foremost test of 
a university, the test of ‘relevancy.’ 

“These conferences on water resources should meet the test of relevancy. 

“Montana, extending as it does across the rooftree of the continent, provides 
much of the headwaters of both the Missouri and Columbia Rivers. According 
to the Federal Power Commission, Montana has a hydroelectric power potential 
of about 7 million kilowatts but only 10 percent has been harnessed. In terms 
of waterpower development Montana is like an iceberg with only the 10 percent of 
developed power showing above the surface while the huge 90 percent of future 
potential lies dormant and unused beneath the surface. 
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; “In the face of this great opportunity for waterpower development and the 
industrialization which would result therefrom, it is an amazing fact that Mon- 
tana S greatest export is college graduates who must go to other States to find 
jobs and to make their homes. 

“These water resources conferences will indeed be relevant if they help solve 
the twin problems of how to develop the water resources and at the same time 
provide opportunities for the youngsters graduating from Montana univer- 
sities.” 

Paradise Dam is important to Montana because it should bring twice as much 
in benefits as was brought by Hungry Horse Dam. Paradise is important as a 
precedent for Libby, Katka, and possibly other future dams in Montana’s por- 
tion of the Columbia River Basin. 

Western Montana is only 15 percent of the land area of the State but it is 
steep and wet and has 75 percent of the State’s power potential. The future 
power for Bozeman may well come from western Montana. 

With adequate public insistence and support the Paradise Dam may yet be 
built. But this experience, like the tragic Hells Canyon giveaway, should warn 
us against any complacent assumption that full development of the Columbia 
River will automatically happen. 


RAISING OUR SIGHTS 


However, today I would like to ask you to go back even farther into a review 
of the premises and assumptions which have been used in defining full develop- 
ment in the past. 

The full development of yesterday may be partial development in terms of 
today’s knowledge. 

My purpose today is to outline quickly some thoughts on the expanding 
horizons for the Columbia River. 


THE MIRACLE RIVER 


The Columbia River recalls to mind an ancient Greek legend of a pitcher of 
wine which is always full. No matter how often the wine is poured, the pitcher 
is full and ready to give more wine. 

So too the Columbia. It is the miracle river of America. It is an oil well that 
never goes dry, a coal mine that never thins out. 

3ut it is not well understood. 

Perhaps it would help to make a comparison. 

On the Pacific slope reaching westward from the Rocky Mountains there are 
in the United States two great river basins, in the Pacific Southwest is the 
Colorado and in the Pacific Northwest is the Columbia. The areas of these two 
river basins are almost the same size. 


TEN COLORADO RIVERS 


The natural flow of the Colorado is a mere 17 million acre-feet a year and 
through irrigation use the real flow is much less. In contrast the mighty Co- 
lumbia has an average natural flow into the Pacific Ocean of 186 million acre- 
feet annually and even after irrigation use the present flow averages 180 million 
acre-feet. The flow of the Columbia is thus equal to at least 10 Colorado Rivers. 
Of all rivers in the United States, only the Mississippi has more water. 

Unfortunately this huge volume of water is uncontrolled. The maximum peak 
flood of the summer of 1894 is 34 times the minimum flow of the winter of 1937. 
The average 6 summer months flow sees 73 percent of the water going to the 
ocean and leaves only 27 percent for the winter months when power needs are 
greatest. 

So we must level the extremes in flow. Hungry Horse Dam is a perfect dam 
and we use it as a yardstick of the job that must be done. We need 16 Hungry 
Horse Dams to control the Columbia River to the point where the maximum 
flood is cut in half. 

In summer Hungry Horse catches and holds the floodwater, and then in winter 
when generators are standing idle in powerhouses along the length of the river 
for lack of water and when power needs are greatest, then the valuable water is 
released to work for the good of man. Hungry Horse is a dual-purpose dam. It 
converts the floodwater into useful power. It makes good water out of bad 
water. 
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As an approximation the Hungry Horse Dam changes the ratio of the average 6 
summer months flow to the 6 winter months flow from a 73 percent to 27 percent 
situation to 72 percent to 28 percent. At this rate 16 Hungry Horse Dams would 
result in a 57 to 48 ratio of flow distribution. 


KEY TO FULL DEVELOPMENT 


The key to the full development of the Columbia River is upstream storage. 
Ben Torpen, who knows more about the Columbia River than any other man, 
is our authority for the statement that half the power potential of the Columbia 
River depends on upstream storage. In fact our ability to build high dams and 
create large upstream resrevoirs is one of the chief technological developments 
which enables us to visualize the greater power potential in the Columbia River. 

In 1921 the United States Geological Survey estimated that the power poten- 
tial of the Columbia River was only 10.4 million kilowatts. By 1953 the 
Federal Power Commission could list 34 million kilowatts or more than 3 
times as much. Today I am suggesting that the Columbia River strictiy as 
a matter of physical or engineering capability could produce 50 million kilowatts 
or 5 times as much as the engineers could visualize 36 years ago. 

Already in his upper Columbia hearing testimony of March 26, 1956, General 
Itschner submitted a maximum peaking power potential of 45 million kilowatts. 

There are a great many factors which are helping us to expand our horizons 
of Columbia River power potential. Let me quickly list them for you. 

First, we expect that 50 years from now the Columbia River will produce 
chiefly peaking power which is worth about 4 times as much as dump power. 
Thus the same kilowatt-hour will have a greater value of quality. 

Fifty years from now we expect that most of our energy will come from 
atomic plants and our hydro projects will carry the peak loads. 

Such peaking requires that we have storage capacity and extra generators. 
This new thinking is already illustrated at the Ice Harbor Dam on the Snake 
River which was authorized in 1945 with four 65,000-kilowatt generators but 
is now being built for an ultimate six 90,000-kilowatt generators. Thus the 
generating capatity has been more than doubled from 260,000 to 540,000 kilo- 
watts. This same raising of the sights is going on at practically every new dam 
that is being built in the Columbia River Basin. 

Second, by putting in more generators we receive more energy particularly 
during high water periods. 

When the Federal Power Commission in 1958 estimated a potential of 
30,218,500 kilowatts of installed capacity for the United States portion of the 
Columbia River, it must be understood this is in addition to the 3,947,389 kilo- 
watts then existing. The total developed and undeveloped power was listed at 
34,165,889 kilowatts. 

However, the 1953 list is already being radically changed. At 9 dams the 
ultimate installation is expected to be almost 5 million kilowatts or 48 percent 
higher than the 1953 figures. 

The following table shows the FPC list of 1953 and most recent estimate of 
ultimate installed capacity in kilowatts at these nine projects. 


a — 
| In 1953 Present 
plans FPC list plans 


FPC list 


| | 
In 1953 Present | 

| 

| 

| 

| 


Nez Perce ___- 1, 750. 000 2, 400, 000 || Iee Harbor. 325, 000 540, 000 
Hells Canyon 900, 000 1, 500, 000 || Libby..............- 618, 000 688, 000 
John Day s , 530, 000 2,000, 000 fs Seccidifcietieie ne 
MeNary..---- bate 980, 000 1, 400, 000 Subtotal elated 10, 099, 400 | 14,991, 000 
The Dalles_. sie , 500, 000 1, 743, 000 Additional installation_|.............- 4, 892, 000 
Bonneville.__. 522, 400 920, 000 Percentage increase _- 48 
Grand Coulee , = , 974, 000 3, 800, 000 


Thirdly, by leveling the flow of the river by means of upstream storage we 
are able to pass more of the water through the turbines and less and less 
wastefully over the spillway. 

The ideal of the hydroelectric engineer is to dry up the spillway, and keep it 
dry, as at Hoover Dam where all the water goes through the generators. 

A fourth factor which I believe will be of increasing importance in raising our 
sights on the Columbia River is presently only in the form of legislative pro- 
posals and that is to shift from an economic service life of 50 years to 150 years. 
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We would still repay the dams over a 50-year period but by taking into account 
the benefits after the 50 years we would more than double the benefit-cost ratio 
and thus many dams which are presently considered to be uneconomic would be- 
come very attractive for the next generation to build. 

A fifth important tool in raising our sights is the use of low-cost money for 
building our dams. For the Columbia River system an increase in our interest 
rate by 1 percent increases our power cost 16 percent. There is a great ad- 
vantage in using the 2% and 3 percent Federal Government rate of interest as 
against the high rate of returns which must be paid for private capital. 

Our studies indicate that of the 50 million kilowatts of physically feasible 
power potential in the Columbia River Basin about 80 percent should be eco- 
nomically feasible through the use of 2 percent money, but only 43 percent 
is feasible at 6 percent money, and only 24 percent through the use of private 
financing. Thus for any given power rate, and I am assuming a limit of 6 mills 
per kilowatt-hour, the proportion of the power potential which we can develop 
is inversely proportional to the interest rate. Low cost power depends on low 
cost money. 

The sixth factor which warrants an optimistic view of the Columbia River 
potential is the success of the Bonneville Power Administration in building one 
of the finest transmission systems in the world and thereby achieving many 
economies and advantages of power pooling. The Bonneville Power Adminis- 
tration is a great tribute to the ability of public officials to operate a huge power 
business with initiative and with close attention to efficiency. 

Seventh, we can see ahead of us new future benefits or greater benefits from 
dams built today. Hungry Horse today is worth 840,000 kilowatts to the region 
but when all the downstream dams are finished, maybe 25 years from now, 
Hungry Horse will be worth twice as much or 1,600,000 kilowatts. 

The Federal Government can build dams today in contemplation of such long- 
range future benefits. It can take the long-range view where a private utility 
must necessarily be concerned with getting out its common-stock dividends every 
3 months. Only the Federal Government can build a Hungry Horse Dam or a 
Paradise or Libby or Hells Canyon Dam. Here is a proper role for our National 
Government because these are permanent, long-range public investments. 

An eighth factor is the benefit from the gradual and historical inflation which 
makes such permanent investments more valuable with time. 

In the ease of private utilities using the so-called fair-value rate base, inflation 
operates against the consumer because rates are increased even though no new 
investment is made. 

However for public electric investment the electric rates reflect only actual 
costs. Rates remain low regardless of inflation. 

For long-range public investments the effect of inflation is favorable to the con- 
sumer. Thus the Grand Coulee Dam which once cost $190 million is today worth 
perhaps $600 million but electric rates are geared to the original cost. 

A very important ninth consideration is that when a dam becomes feasible for 
power, there are oftimes many incidental uses. Thus power makes feasible 
much of the flood-control, navigation, irrigation, recreation, wildlife and other 
conservation values which would otherwise be uneconomic. The multiple-purpose 
approach enables us to raise our horizons. 

So far I have discussed the generation and transmisson aspect of the Columbia 
River power system but now I would like to turn to the most important aspect of 
all, and that is the retail end of the business for distributing this low-cost power 
to the people and industries of the region. 

At point No. 10 in our expanding horizon let me remind you of the growing 
benefits of industrialization and new jobs, new investment, and new tax base 
from new large industrial plants which buy power directly from the Bonneville 
Power Administration. 

Tens of thousands of new jobs, hundreds of millions of dollars of new invest- 
ment and tax base have been created and the possibility exists for much more 
now that we have broken the ice. We have completed our pioneering and our 
growing pains. When power supply is adequate Montana should be able to pull 
more industries such as Anaconda Aluminum at Columbia Falls and Victor 
Chemical at Silverbow. 

Hungry Horse Dam is not on the tax rolls of Flathead County but from 1946 
to 1956 the tax base of Flathead County jumped from $35 million to $84 million 
and it will go up more. 

Low-cost power attracts industry and opens new country. It creates jobs and 
a chance for a better way of life. 
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This leads into an 11th justification for expecting that we will someday 












































t succeed in squeezing more benefits out of the Columbia than the engineers are 
0 allowing for today: indirect benefits. 
1 Our Government agencies and our Congress are extremely conservative. They 
understate the benefits when they list only the direct, dollars-and-cents values 
r or cash revenues and leave out the equally valuable indirect but more difficult- 
st to-measure values. 
i. As a general rule I expect indirect benefits to be about as great as direct 
3 benefits. As a minimum rule of thought I estimate that a kilowatt of power 
development is worth $1,000 in ultimate new investment traceable to such power 
le investment. If Montana can develop its 6-million kilowatts remaining poten- 
> tial, the new wealth should be on the order of $6 billion. Again we expand 
it our horizons and we see a brighter and bigger future. : ; ; 
e My 12th point is the most important of all. The real profit in this business 
is has always been in distribution, in the middleman function of retailing electricity 
D to the ultimate consumer. ; . 
7 We have demonstrated in the Pacific Northwest that electric power can be 
distributed very economically. This last year the Northwest Public Power 
™ Association presented awards to 19 electric systems for “attaining an average 
i. cost of electricity to its residential consumers of 1 cent or less per kilowatt- 
- hour.” This is our “1l-cent power achievement award.” At the end of 1957 we 
e expect to give out 23 of these awards, and at that time we will be able to say 
ie that about 55 percent of our residential consumers, and we serve about 2 million 
people, are served by electric systems whose average residential rate is under 
" 1 cent. This is our working goal to get the cost of power for home use under 
1 cent per kilowatt-hour. The national average cost is still over 21%4 cents per 
- kilowatt-hour. 
vy So as my 12th and last point on our expanding horizon I submit for your 
most careful thinking the question of how best to distribute and retail electricity. 
B- In Canada the statewide or provincial hydroelectric systems serve 70 percent 
y of the population and are doing a fine job. In the United States the consumer- 
J owned electric systems take 3 forms, the rural cooperative (25 in Montana), the 
: municipal system, and the public utility district. 
al The utility districts of Washington and Oregon have been doing a good job. 
From a public tax investment of under $4 million these PUD’s have created a 
‘h $200 million business. 

They have piled up over $40 million in surplus earnings or debt-free plant in- 
nw vestment. They have made dozens of rate reductions worth probably $20 million 
- to $30 million. Yet they are still very young and just getting going. They have 
a bright future. 
al These results should not surprise us because the opportunity is there. 

The general public knows so little about the real reasons for the tremendous 
a political and lobbying campaigns of the private utilities. Why are the private 
hh utilities fighting so hard? The answer is simple. 

They are fighting to keep the 30 cents out of every dollar that you pay in your 
. electric bill to private utilities which goes into profits. . 
sie Only about 70 percent of your electric bill is for actual cost which a consumer- 
aa owned system must meet. 

; What happens when a public system plows these profits back into the com- 
: munity instead of paying big dividends to Wall Street? 
- The money stays in the community. That it stays is point No.1. Secondly, 
os the reinvestment or plowing back of such net income creates new debt-free reve- 
ed nue-producing property. Thirdly, the new property earns new revenue. The 
new revenue is also reinvested. Fourthly, rate reductions become possible, thus 
= saving money for the consumer. Fifthly, the consumer uses more electricity as 
le the rate goes down. Sixthly, this greater power use brings down unit costs and 
either earns more profit or forces further rate reductions. Seventhly, the North- 
‘t- west Public Power Association presents another 1-cent award. 
re This is a magic circle which is consumer minded and community minded and 
Ar locally controlled. It is true economic democracy. } 
11 Not the least of the benefits of such local, consumer-owned electric systems 
or is the reduction in the domination of our civie and political institutions by pri- 
vate utilities. Several years ago while surveying some PUD’s I asked each sys- 
1G tem what was considered the major benefits or results of having the consumers 
on own and operate the electric system. 


“er 


The Grays Harbor PUD replied as follows: “Elimination of political inter- 


1d ference at local elections is one of the happy byproducts resulting from the 
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purchase of all private electric systems by the Grays Harbor Public Utility 
District.” 

In summary I have taken you on a fast sputnik tour past 12 points of the 
zodiac of the expanding horizons of Columbia River development. These 
12 elements are: 

1. A greater value of hydro power for peaking. 

2. More power production as generators are added. 

3. More power production as upstream storage is provided. 

Use of longer economic service life of dams. 

Use of low-cost money. 

The advantages of the Federal transmission system. 
Increased future benefits from today’s dams. 

8. Greater future value of present investment as result of inflation. 

9. Multiple purposes. 

10. Industrialization and new jobs and new community investment and tax 
base. 

11. Indirect benefits. 

12. Consumer ownership of electric distribution systems and the goal of 1 
cent power and better living. 

The Columbia River is the greatest natural resource of the Pacific Northwest. 
It belongs to the people. But we must build a bridge of laws and public in- 
stitutions to harness the public resources and put them to work for the people. 

New State legislation such as Oregon (to go into power business) is now con- 
sidering should enable Montana people to enjoy the full benefit of their God- 
given resources, provide job opportunities, permit a higher standard of living, 
and at the same time restore the constitutional right of political self-determina- 
tion. 


STS OU 


ExHisiT 3-S 
[Congressional Record, April 17, 1958] 
FINANCIAL CONDITIONS 


Extension of remarks of Hon. James E., Murray, of Montana, in the Senate of 
the United States, Thursday, April 17, 1958 


Mr. Murray. Mr. President, the executive secretary of the Northwest Public 
Power Association, Mr. Gus Norwood, recently delivered before several groups 
in my State an address on the need for maintaining low interest rates for rural 
cooperatives. 

“The exploitation of the West,” he correctly pointed out, “took the form of 
high interest rates and huge profits for the absentee owners. The development 
of the West is most effectively achieved through low interest rates.” 

Mr. Norwood delivered the substance of this address before the Lincoln Elec- 
tric Cooperative in Eureka, the Vigilante Electric Cooperative in Dillon, the Bea- 
verhead County Chamber of Commerce in Dillon, the Yellowstone Valley Elec- 
tric Cooperative in Huntley, the Billings Business Men’s Breakfast in Billings, 
and the Valley County Electric Cooperative in Glasgow. 

This address is commendable not only for its force facts and timeliness. It is 
a masterpiece of concise exposition. I would commend it especially to Govern- 
ment officials, who should clearly see in it the reasons why I and many other 
Members of Congress unalterably oppose the administration’s proposed increase 
in interest rates for REA cooperatives. 

Mr. President, I ask unanimous consent that Mr. Norwood’s address, entitled 
“Stand Your Ground,” be printed in the appendix of the Record. 

(There being no objection, the address was ordered to be printed in the Record, 
as follows:) 

STanp Your GROUND 


Money, like this $20 bill, is of interest to everybody. 

Money is something about which we all should know a lot more. 

A Congressman once was asked what did he know about money. He answered 
that all he knew about money was that he did not have enough of it. For most 
of us also that is probably our main thought on the subject. 

But today money is again becoming one of the hot economic and political ques- 
tions being debated by Congress. 

My talk is divided into five parts. 
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First, the historical struggle for low interest rates. 

Second, the importance of the 2-percent REA interest rate. 

Third, the effect of interest on electric power cost. 

Fourth, the legitimate object of government. 

Fifth, I conclude and urge you to stand your ground. 

Let me begin then by outlining some of the background or tradition which 
has grown up in our country in the direction of low interest rates. The original 
colonies were generally established on a shoestring or on borrowed money. It 
is now 350 years since Virginia was first settled, and for more than three- 
fourths of those 350 years we have been a borrower Nation. We had to go 
to the European bankers for our money and we had to pay high interest rates. 
We were an exploited Nation and we resented the high interest rates. As a result 
of these first 250 years of our history as an exploited borrower Nation, we 
developed a political tradition of sympathy for the borrower. We adopted laws 
against usury. We learned to distrust the big financial interests. 

After the Civil War and ever since then we have had the same struggle of the 
haves and the have-nots, the lenders and the borrowers, the financial interests 
against the little people. 

We in the West have especially become aware that we were in the borrower 
class. We have traditionally been the advocates of low interest rates, and of 
Federal programs for making loan funds available for western development. 

The free-silver movement was a part of this tradition. William Jennings 
Bryan, of Nebraska, became a candidate for the Presidency in 1896 largely on the 
basis of his speech at the Democratic convention which concluded with the 
words: 

“* * * we will answer their demand for a gold standard by saying to them: 
You shall not press down upon the brow of labor this crown of thorns, you 
shall not crucify mankind upon a cross of gold.” 

In our struggle the last century against the exploitation of high interest rates 
we have established our farm cooperatives, our systems of farmer-owned grain 
elevators, our hail, auto, and life insurance cooperatives, our oil and farm supply 
cooperatives, and now our rural-electric cooperatives. These are all self-help, do- 
it-yourself programs. 

Under Teddy Roosevelt we started the great western irrigation program; we 
created the Forest Service and the great program of conserving our forests on 
a sustained-yield basis. We began the harnessing of water resources by the use of 
Federal investment funds, for the benefit of all the people. 

Each of these programs illustrates the following general rule: The exploita- 
tion of the West took the form of high interest rates and huge profits for the 
absentee owners. The development of the West is most effectively achieved 
through low interest rates. 

Thus the issue is drawn. One is white. The other is black. Either we have 
exploitation or we have development. High interest rates means exploitation. 
Low interest rates means development and industrial progress. 

To bring this background up to date we have seen in recent years a steady 
buildup to increase the interest rates on all forms of Federal loans. The veterans 
housing and other housing loans, the farm loans have all gone up. One of the 
few areas which have been able to hold the line and resist the attack has been the 
rural electrification program. 

I think the worst of the battle is over, but we should not unload our guns yet. 

The reason I think the worst is over is because of what has happened in the 
past 4 months to the tight money policy of the Federal Reserve Board. Two 
statistics dramatize what has happened. Four months ago the Federal Govern- 
ment had to pay 3.6 percent on its 90-day Treasury bills. Today the rate is 1.2 
percent. The Federal Government can borrow short-term money today at only 
one-third the interest that prevailed 4 months ago. There has been a toboggan- 
ing, a real downward skid in the interest rate. 

The revolt against the tight money policy of the Federal Reserve Board has 
been growing in recent months. It has been spearheaded by Congressman Wright 
-atman, of Texas, who last year introduced a resolution calling for a conres- 
sional investigation of our financial institutions, or, in other words, on our system 
of money and credit and why the interest rate is so high. 

Congressman Patman lost the vote on his resolution by a vote of 225 to 174 
just a vear ago on March 27. But the idea did not die. The pressure is mount- 
ing. The public is getting more curious about why we have 5 million people out 
of iobs. Why has the Government deliberately sponsored these high interest 
rates? But let me leave that question on your minds and turn to my second point. 
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My second point is to show the importance of the 2 percent REA interest rate. 
Your cooperative is owned by the people who receive electricity from it. It be- 
longs to you. You are the stockholders. You have borrowed money from a 
banker called the Rural Electrification Administration, which in turn draws its 
loan funds from the United States Treasury. Thus the REA program is a method 
whereby we lend money to ourselves. You and I collectively make up the credit 
of the United States. Our credit is behind the loans which REA makes to us. 
We are only lending the money to ourselves. 

Bills have been introduced in the Congress to increase the REA interest rate 
from 2 percent to rates varying from 4 percent to 6 percent. This means that 
where we now pay $20,000 a year interest on a million dollar loan, we would 
instead have to pay $40,000 to $60,000, or from double to triple our present annual 
interest payments. This is a considerable amount of money even for a big 
cooperative and a much greater burden for a small system to bear. The extra 
interest cost would take a bite out of your pocketbook. 

That is the immediate issue in the REA interest rate battle. We want to hold 
the line on the present 2 percent rate. Your national, regional, and State asso- 
ciations are determined not to give way on this one, and I would like to urge 
you to support these associations in their efforts on your behalf. 

Now let me turn to my third topic on the effect of interest on power cost. I 
will use two illustrations to show that interest is the most important factor in 
determining power rates. My first example shows how the power business is dif- 
ferent from almost any other kind of business with which we are generally 
familiar. Take the grocery business for example. 

When the grocer invests $1 he expects that dollar to turn over up to about 8 
times a year. That is, he expects to receive $8 of gross revenue each year per 
dollar of original investment. But when you look over the financial statements 
of a large hydroelectric power system like the Bonneville Power Administration, 
which operates 7,500 miles of high voltage transmission lines to carry about 5 
million kilowatts of power from 12 major dams, then we are looking at an en- 
tirely different kind of a business. 

For every $1 of original investment in dams and transmission facilities the 

Sonneville Power Administration does not get $8 per year in revenue, it doesn’t 
even get $1 per year, it gets only 8 cents. So there is your contrast, the grocer 
gets $8, Bonneville gets 8 cents from the same dollar of investment. The dif- 
ference between the grocery business and the power business is 100 to 1. 

Now let’s turn this example around a little in order to analyze what the effect 
is of interest rates in the power business. First let’s recognize our figures so 
that both the grocer and Bonneville get $8 in gross revenue per year. In order 
to do that the grocer must make an investment of $1 and Bonneville must make 
an investment of $100. Now in both of these cases let’s increase the interest 
rate by 1 percent. To the grocer the added cost is 1 penny. This is the price 
of 1 stick of gum and he is always giving away sticks of gum to the kiddies any- 
way, so it makes no difference to him. But for Bonneville the extra 1 percent 
on $100 means it must collect an extra dollar from its customers, so instead of 
collecting $8 it must collect $9, or a rate increase of 13 percent. So for the 
Bonneville system we have our answer of what is the effect of interest rate on 
power rates. On the Bonneville system a 1 percent increase in interest forces 
a 13 percent increase in power rates. 

Before leaving our Bonneville Power Administration example let me empha- 
size that even with only 8 cents revenue per dollar of investment it is in a very 
sound financial condition. For example for the year ending June 30, 1956, 
BPA took in $61 million or more than a million dollars a week. How did it 
spent the $61 million? On a percentage basis 35.6 percent went for interest 
and was the biggest cost, next 30.4 percent for debt retirement, then 24.3 percent 
for all operation, maintenance and administrative cost, and that still left a 
profit of 9.8 percent. : 

Now if someone would like to crosscheck these figures. BPA’s average interest 
cost is about 2.6 percent. By dividing 2.6 into 35.6 percent we get 13.5 percent 
as the ratio, and thus again we see that a 1-percent rise in the interest rate 
would result in a 13-percent rise in power cost. The leverage is 13 to i> 

My second example on power cost comes closer to home. Here again I want 
to show that interest is the chief factor in the cost of power. This example I 
call the Hungry Horse iceberg. When we look over the operating statement for 
Hungry Horse Dam we find it costs about $3 million to cover the costs, but very 
little of that money is spent at the dam. The entire cost of operation, main- 
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tenance and administration at the dam is only $290,000 a year. This is 10 per- 
cent of the total. Thus when we visit the dam and see the operators at the con- 
trol panels and when we watch the men doing the painting and greasing and in 
fact all the activity that we can see at the dam—we see only the upper 10 percent 
of the iceberg. 

The huge 90 percent that is left of the iceberg is underneath. In order to see 
how the other 90 percent is spent we must go to Washington, D. C., where once 
a year, possibly while everyone else is out for coffee, a bookkeeper makes an 
entry of $900,000 for amortization. This repays the United States Treasury loan 
over a 50-year period. Next he enters $1,800,000 for interest. Thus 30 percent 
of the annual cost of Hungry Horse is debt repayment and 60 percent is interest. 

Interest is the chief factor in determining the price of power. With interest 
at 2% percent, we can easily figure out by dividing 244 into 60 that each 1 
percent of interest cost causes 24 percent of the power cost. Thus at Hungry 
Horse Dam the leverage is 24 to 1. A 1 percent increase in interest causes a 
24 percent increase in power. If we had to pay 3% instead of 24% at Hungry 
Horse, we would have to increase the power revenue $720,000 each year and 
this rate increase would have to be paid by you and me as the ultimate 
consumers. 

One reason for my presenting the Hungry Horse iceberg example is because 
the financing challenge of certain other Montana dams such as Paradise Dam 
in western Montana and Yellowtail Dam in eastern Montana is directly anal- 
ogous to Hungry Horse. There also, about 60 percent of the power revenue 
would go for interest, and therefore these new dams can produce low cost 
power only if we hold the line on keeping down the interest rate. 

Summarizing my third point I hope that these two examples of the Hungry 
Horse iceberg and the difference between the grocery and the power business 
have served to show that low cost power depends on using low cost money, on 
keeping the interest rate low. 

For my fourth point I would like to read you one of my favorite quotations 
from Abraham Lincoln. Many a time in his writings and speeches Abe Lincoln 
explained his philosophy of government in these words: 

“The legitimate object of government is to do for the people what needs to 
be done, but which they cannot, by individual effort, do at all, or do so well, 
for themselves.” 

In my view the Hungry Horse Dam serves as a clear cut illustration of 
Lincoln’s philosophy of government. 

Here is a dam which under traditional private utility financing would produce 
power about three times as expensive as the present low cost. Obviously no 
private utility would find a market for such expensive power and therefore no 
banker would help any utility to finance such a project. Thus the Hungry Horse 
Dam was going to be built by the Federal Government or it was not going to 
be built at all. 

Incidentally I have heard it said that if a private utility had built Hungry 
Horse Dam there would have been considerable tax benefits to Flathead County. 
Of course. there is an obvious fallacy in that statement. Under private utility 
financing the project would not have been feasible and the tax payment would 
have been zero. 

Now let us take a look at the Flathead County tax situation today. Bear 
in mind that Hungry Horse Dam is not on the tax rolls. There is not one penny 
of taxes paid. Yet from 1946 to 1956 the tax base of Flathead County has 
jumped from $35 to $84 million. The great Anaconda Aluminum Co. plant 
and all the new homes have been made possible only by the building of Hungry 
Horse Dam. 

Other counties have also benefited. Listen to the report made by Mr. J. M. 
Gillet of the Victor Chemical Co. when he addressed the Columbia Basin 
Interagency Commission at Butte in 1955 when he explains why Victor came to 
Montana: 

“Bonneville Power Administration was building transmission lines to this 
area so that low-cost power would be available. Phosphate rock was cheaper 
in Idaho than here because it can be strip mined, while rock in this area must 
be mined underground. Bonneville power rates, however, were enough lower 
to offset this disadvantage. After careful balancing of the economic factors, 
rock, power, and freight rates on raw materials and finished products, the 
Butte area was selected, and a plant site was sought.” 
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Look at all the counties of western Montana where rural electric coopera- 
tives enjoyed a reduction in power cost as soon as Hungry Horse Dam was near- 
ing completion. There power cost dropped from about 12 mills, if the power 
was available at all, to the present Bonneville rate of about 3.5 mills. Also 
the quality of service is better. This means a higher standard of living for 
the people in the rural areas of western Montana. 

In some respects the same is true in eastern Montana because the Montana 
Power Co. gets a solid block of 50,000 kilowatts of Hungry Horse Dam power 
at 2 mills flat charge which it sells in eastern Montana. In fact, the Montana 
Power Co. receives a large portion of its power supply at an average cost of 
only 2 to 3 mills from Canyon Ferry Dam, Fort Peck Dam, and Hungry Horse 
Dam. In addition, it has the advantage of being able to exchange power with 
the Bonneville Power Administration so that it can either buy more power or 
sell any temporary surplus as market conditions permit. 

Thus Hungry Horse Dam has benefited everyone. It has increased tax pay- 
ments, it has brought hundreds of stable industrial jobs to Montana, it has 
facilitated rural electrification, and it has improved the power supply of the 
largest utility in the State. 

Hungry Horse Dam thus qualifies under Abe Lincoln’s test of the legitimate 
object of government. 

Another area of public need which meets Lincoln’s test is rural electrification. 
Here again is an area where the traditional private financing methods could 
not see enough promise of profit to warrant building electric lines into the rural 
area. Congress decided to lend money through REA to enable the people to do 
the job themselves. The rural electric cooperative is a self-help, do-it-yourself 
program where the people in each area actually do the organizing and opera- 
tion, and Congress has REA act as banker to do the financing on a strictly self- 
liquidating revenue-producing basis. 

For my fifth and last point I want to urge that you stand your ground in 
the national contest on interest rates. We in the West should advocate the 
lowest possible rate of interest. We should try to get the public interest rates 
down as close to the legitimate cost of borrowed money as possible. 

* ¥ * * * * ~ 


Montana alone has a potential of about 6 million kilowatts waiting to be 
harnessed. The tragedy is that we should have such severe unemployment when 
there is obviously so much work waiting to be done. 

* * * * x * * 


In the winning of the West we have a struggle between development and 
exploitation. We have a struggle between the advocates of high interest rates 
and low interest rates. High interest rates means exploitation, and we have 
had enough of that. Low interest rates means progressive development and we 
can stand a lot more of that. 

Here is one of the central, universal issues of our time. On this issue the 
REA interest rate is the main battleground. On this issue I urge you to stand 
your ground. The 2 percent RHA interest rate is gocd not only for your cvop- 
erative, it is also good for the entire country. 

Thank you. 








APPENDIX 


(The following material is included at the request of the chairman :) 


UNITED STATES SENATE, 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 


May 21, 1958. 
Hon. Rosert S. Kerr, 


Subcommittee Chairman, Committee on Public Works, 
United States Senate. 


Deak SENATOR: You have before your committee S. 2206, a bill introduced by 
our northwest colleagues, Senators Morse and Neuberger, proposing an amend- 
ment to the Bonneville Project Act. The bill constitutes an amendment to the 
so-called preference provisions of the present statute. 

It is with great reluctance that we express our opposition to the enactment of 
this legislation at this time because of our respect and affection for the Senators 
from our sister State. We feel compelled to take this position because of the 
many objections we have received from our own constituents. 

We know that the Washington State Department of Conservation has appeared 
before you expressing disapproval and have been informed that other parties, 
who have a direct stake in the legislative status quo, either have or will present 
statements to you in the same vein. 

We respectfully urge that your committee hold hearings on this subject in 
the Pacific Northwest during the coming recess to ascertain on a broader scale the 
views of the people directly affected. The proposed amendment would have 
an impact on the whole industrial and economic complex of the Pacific Northwest. 
We believe the consequences are too far-reaching to warrant hasty action by 
the Congress. 

We will appreciate your favorable consideration of this suggestion. 

Kind personal regards, 

Sincerely, 
WARREN G. MAGNUSON, 
United States Senator. 
HENRY M. JACKSON, 
United States Senator. 


STATEMENT OF SENATOR WAYNE Morse on §. 3114 


Mr. Chairman and members of the subcommittee, I appreciate the opportunity 
afforded by the subcommittee to present this very brief statement concerning 
the bill S. 3114, to amend the Bonneville Project Act in order to establish the 
Columbia River Development Corporation. 

This bill was introduced at the instance of various groups and individuals of 
the Pacific Northwest. They expressed a deep interest in obtaining hearings on 
the proposal and in my opinion they are entitled to have a hearing on the merits. 
At the outset, however, I should indicate that I prefer to have the great natural 
resources of the Columbia River Basin developed to the maximum extent pos- 
sible and I am satisfied that such development can be obtained only through 
the assistance of the Federal Government along the plans outlined in the original 
308 report. 

The subcommittee hearings on this bill should afford an excellent opportunity 
for an exploration of the ways in which legislation of the general type proposed 
in S. 3114 might be put to work toward stabilizing the economy of Oregon and 
the entire Pacific Northwest. Such a stabilizing factor is urgently required. 
The recession, which has struck with such vigor in the State of Oregon and 
which has produced one of the highest unemployment and small-business bank- 
ruptey rates, has brought into clear light the fact that Oregon is too dependent 
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upon one major industry—lumber—rather than upon a well diversified group 
of industries. 

Oregon is not blessed with tremendous coal and oil reserves that are so im- 
portant to the development of diversified industry, but it does have tremendous 
hydroelectric power potentials which, if properly developed and utilized, will 
assure a sound industrial base for permanent year-around industrial operations 
in many areas of the State. 

During the late thirties and until 1952 we had a convincing demonstration of 
the enormous benefits of low-cost power to the homeowners and farmers of the 
Pacific Northwest. Low-cost electricity raised the standard of living of 
thousands of people in Oregon and other States having the benefit of power 
generated on the Columbia and its tributaries. At the present time we need a 
reevaluation of the industrial benefits for all of the Columbia River Basin States 
that can be conferred by the maximum development of our Columbia River 
hydroelectric potentials. Then, if we put these benefits into operation, we can 
assure ourselves of industrial stability. We could have hundreds of industries 
rather than the relatively few to which we now look for employment and business 
opportunities in the Pacific Northwest. The committee’s studies on S. 3114 and 
2206, of which bills I am a cosponsor, should be of tremendous value in this 


no. a 


respect. 
S. 3114 suggests an alternate method for financing construction of the remain- 


ing power sites in the Columbia River Basin. It has been estimated that these 
sites have been developed only to the extent of about 30 percent. Low interest- 
rate financing is essential to maximum development of this great national re- 
source that now belongs to all the people. The interest rates on money bor- 
rowed to construct electric power facilities by the private utilities will result 
in less than full development of the hydroelectric power of the Columbia River 
Basin. For that reason S. 3114 can serve as an excellent basis upon which the 
committee can consider the problem of financing costs relative to these projects. 

In the interest of maximum utilization of our river resources and in further- 
ance of low-cost generation of electric power for industrial and other uses, I 
urge the committee’s serious consideration of the general and specific problems 


involved in both S. 3114 and S. 2206. 





[An article appearing in the Oregon Business Review, October 1957] 
River BASIN DEVELOPMENT ViTAL ror Economic GrowTH OF NORTHWEST * 
By James N. Tattersall, 
Instructor in Economics, University of Oregon 


In spite of the growth of income, population, manufacturing, and other rele- 
vant indicators in the past 20 years, the qualitative economic problems of the 
Pacific Northwest? are still surprisingly similar to those noted by the National 
Resources Planning Board in their investigations of the 1930’s—heavy de- 
pendence on a relatively inelastic resource base, seasonal unemployment, and 
industrial growth limited by distance from major markets and small regional 
population and income.* 

The NRPB believed that substantial economic growth could be induced by 
development of the Northwest’s third great resource (besides agriculture and the 
forest), the hydroelectric and irrigation potential of the Columbia River and 
its tributaries. The recent declining rate of economic growth in the Pacific 
Northwest has brought about renewed interest in this avenue of industrial de- 
velopment. This paper will examine the contribution of river-basin planning 
to regional economic growth in the past 20 years, evaluate the problems of pro- 
moting economic development by this means, and discuss the requirements which 
would have to be met to achieve further industrial growth based on hydroelec- 
tric resources. First, some salient features of the regional economy will be 
outlined : 

(1) Since 1910, growth of population and income in the Pacific Northwest 
has been at or below the national rate of growth except during the two World 


1A paper read at the Western Economic Association annual meeting, Salt Lake City, 


August 29, 1957. 

2 The region as defined in this paper consists of the three States of Washington, Oregon, 
and Idaho, except where western Montana is specifically mentioned. 

3 See U. S. National Resources Planning Board, Pacific Northwest Region: Industrial 
Development (Washington, 1942), and earlier publications of this organization. 
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Wars and the depression period, when regional growth was stimulated by heavy 
Federal expenditures.*’ The region’s growth pattern has been in strong contrast 
with that of California, a State which has expanded rapidly under private as 
well as governmental stimulus during the periods (the 1920’s and 1950’s) when 
the Northwest was, relatively, declining. A greater variety of rich natural re- 
sources, including climate, mainly account for the differential growth rates of 
California and the Pacific Northwest.° The different experiences of the two 
areas illustrates the fallacy of lumping them together in a single “Pacific coast” 
region, as is frequently done in governmental publications and elsewhere. 

(2) Diversified industrial growth since 1940 (most of it directly related to 
Federal expenditures) has been largely confined to the State of Washington. 
The manufacturing sector of Oregon’s economy bears, in fact, a strong re- 
semblance to that of Washington in 1929, except that employment in the various 
metals industries is about 5,000 greater. 

(3) The widespread belief that the Federal Government makes a greater than 
average contribution to regional income is correct only for the State of Wash- 
ington. Since World War II, Federal income disbursements (which comprise 
about 50 percent of all Federal expenditures) have provided a smaller share of 
the income of Oregon and Idaho than of national income. The 1955 ranking 
of the States in terms of Federal income disbursements as a percentage of per- 
sonal income was Washington 11th, Idaho 12th, and Oregon 37th. The region’s 
military installments and defense contractors are also heavily concentrated in 
Washington State. The differential contribution of the Federal Government 
‘an be explained by geographic, site, and economic factors, such as the greater 
hydroelectric potential of Washington State and the managerial and engineering 
enterprise of the Boeing Aircraft Co. 

(4) An appraisal of the future prospects of the region, while obviously hazard- 
ous, gives little reason to anticipate, in the next 5 or 10 years, a rate of growth 
appreciably greater than that of the recent past. Table 1 indicates the domi- 
nant role in postwar growth of the aircraft industry in Washington and the lum- 
ber industry in Oregon. The growth of the Boeing Co. since World War II has 
constantly baffled prediction; employment in 1957 was 63,500, compared with a 
World War IT high of 44,000 and a postwar low of 10,000. It appears the trans- 
fer of B-52 production to Wichita will be offset to some extent by increased 
production of the Bomare missile.’ While the Boeing Co. produces civilian air- 
craft, has been extremely active and successful in research and development and 
in competition for defense contracts, it seems unlikely that its rate of growth 
in the Northwest will continue to approach that of the past 10 years. The situa- 
tion in Oregon is roughly similar; the Pacific Northwest Forest and Range Ex- 
periment Station anticipates in its 1956 annual report an expansion of lumber 
production in Oregon of about 6 percent for the period 1955-65, compared with 25 
percent for the period 1945-55, and a 25 percent expansion of plywood produc- 
tion compared with about 500 percent in the earlier period.® An anticipated 80 
percent expansion in pulp production is slightly greater than the expansion which 
occurred in 1945-55. While there are good prospects for growth in the pulp and 
paper and chemical industries, and for small gains in a variety of industries 
oriented to the regional market, the Northwest does not yet appear to have 
reached the stage of self-generating growth based on an expanding regional 
market reached by California in the 1920’s. There has been some growth in 
market-oriented industry (notably petroleum refining) in the past decade, but 
it has provided only a small fraction of the total increase in employment. 

This all-too-brief survey indicates that, if attainable, industrial growth in- 
duced by further development of hydroelectric resources could make a valuable 
contribution (1) in bringing the western part of the region closer to the popula- 
tion and income “threshold”? beyond which an increasing amount of industrial 


See Paul B. Simpson, Regional Aspects of Business Cycles, Eugene, Oreg., (1953), 
pp. 59-68. Simpson, Factors in Oregon’s Relative Income Decline Analyzed, Oregon Busi- 
ness Review, March 1957, and Daniel L. Goldy, Labor Force Trends in the Pacific North- 
west and Their Relation to Resource Development, have analyzed the recent relative 
decline in regional per capita income and employment growth. 

5 Margaret Gordon. Employment Expansion and Population Growth: The California 
Experience, 1900-1950 (Berkeley, 1954), is the outstanding study of the growth of the 
California economy. 

*°U. S. Department of Commerce, Office of Business Economics, Personal Income by 
States Since 1929 (Washington, 1956), pp. 205, 206. 

7 Seattle Post-Intelligencer, August 14, 1957, p. 1. 

8 Pacific Northwest Forest and Range Experiment Station, 1956 Annual Report, pp. 16-18. 
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growth oriented to the regional market would be generated, and (2) in adding 
diversity and stability to those eastern sections of the region which must be ex- 
pected for the foreseeable future to remain heavily resource-oriented in their 
economic structure. 


yy 


TABLE 1.—Growth in employment in basic industries, 1947-56 ' 


Washington Oregon Idaho 2 
All manufacturing -- a dena om ea . cele 33, 800 3 14, 300 3, 500 
Lumber 4 7 : : & =F. —8, 500 6, 800 1, 500 
Metals__._- weeks 3 zi eu ’ Gea 7, 600 3, 700 700 
Aircraft oe Rinna 7 . ~~) 30, S00 E sasleiatains 
Shipbuilding. _ - —1, 800 (4) js 
Food —5, 700 — 200 
Pulp and paper ; baz 4, 100 2, 200 600 
Chemicals ae : es s 3, 000 (4) 800 
All other manufacturing : ee 4, 300 1, 600 100 
Agriculture - -- ‘ —8, 500 —6, 500 (4) 
Se en b. —1, 000 |_. é —1, 000 


1 Sources: Washington State Employment Security Department; Oregon State Unemployment Com- 
mission; Employment Security Agency, State of Idaho; and Bureau of Business Research, University of 
Washington, Federal Expenditures in Washingtcen (1956). 

? Estimates for Washington and Oregon are annual averages. For Idaho, the period covered is April 
1947 through April 1955 (covered employment only). 

’ For the period 1946 through 1956, the increase in Oregon manufacturing was 24,500, and in the Oregon 
lumber industry 16,600. 

4 Data not available. 





Residents of the Northwest have not always had a clear view of the nature 
of the attractive potential of electric power for industry. For most industrial 
products the cost of power is a small fraction of selling price, so that reliability 
of supply of electric power is a far more influential factor in industrial location 
than its cost. The cost of power is significant, however, to the electroprocess in- 
dustries, so-called because they use large amounts of power in the production 
process. These industries include light metals (power cost has been estimated at 
6.3 percent of the selling price of aluminum at 2 mills, 12.6 percent at 4 mills”), 
ferroalloys, and a variety of chemical products. They are characterized by a 
low ratio of employment to power use, a fact which has frequently been used 
for questioning their advisability as generators of regional growth. Electro- 
process industries, however, have offsetting advantages; they are in a period of 
rapid secular growth and are seasonally stable, high-wage industries. In many 
cases they are associated with higher labor-using mining, semifabricating opera- 
tions, though a completely vertically integrated operation is unlikely to occur 
in a region in the early stages of industrialization. 

Federal development of the Columbia River system has produced the Nation’s 
lowest power rates. The advantages of Federal development are not confined 
to lower capital costs and freedom from State and local taxes. Under Federal 
development the entire region can be regarded as a planning unit, nonpower pur- 
poses can be incorporated into projects to a greater extent than ever attempted 
by local utilities, economies of scale beyond the resources of local utilities can 
be achieved,” and projects can be built on the basis of less certain predictions of 
a market for power. These advantages are accentuated by the physical charac- 
teristics of the Columbia River Basin, full development of which demands very 
large hydroelectric installations, including upstream storage reservoirs in Canada, 
Idaho, and Montana, to generate power both at site and at downstream plants 
in Washington and Oregon, requiring hydraulic and electrical integration of the 
projects in a single regional system. (The Northwest power pool, consisting of 
Federal, local public, and private utilities, achieves economies in operations but 
has no connection with project construction. ) 

The ability of the Federal Government to produce large quantities of low- 
cost power ahead of normal market demands has been the means of attracting 





® Edwin J. Cohn, Industry in the Pacific Northwest and the Location Theory (New York, 
1954), pp. 118 ff. ; 

Tyan Bloch and John H. Davidson, Some Industrial Aspects of United States Pacific 
Northwest. and Alaska Power. Paper presented at meeting of the American Institute of 
Chemical Engineers, Seattle. June 10. 1957, p. 8. 

11Grand Coulee’s installed capacity of 1,944,000 kilowatts compares with the 336,400 
kilowatts of the largest (as of 1955) single United States private utility hydroelectric 
project. U. S. Federal Power Commission, Statistics of Electric Utilities in the United 
States (Washington, 1955). 
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electroprocess industries to the Tennessee Valley and the Pacific Northwest. 
Efforts to promote industrial development by these means have, however, oper- 
ated under the handicap of a low priority assigned to it by the institutiunal 
framework of American society. In the first place, Federal generation and 
marketing of power has never enjoyed the same widespread public acceptance 
as other Government policies influencing the location of industry, such as the 
navigation and irrigation phases of river-basin development. Multipurpose 
projects have frequently been sponsored and introduced as primarily irriga- 
tion or navigation projects, with power as an incidental purpose, even where 
the major benefits to the region derived from the hydroelectric power produced. 
Second, Federal power-marketing policy has assigned higher priority to objec- 
tives other than industrial development. The Bonneville Power Administration 
Act, for example, directed the Administrator “to encourage the widest possible 
use of electric energy” and to operate the projects “for the benefit of the general 
public and particularly of domestic and rural consumers,” giving preference and 
priority at all times to public bodies and cooperatives.” Accomplishment of these 
objectives is indicated by an increase in per capita consumption of electric 
energy of 285 percent in the Pacific Northwest in the period 1938-51, compared 
with an average national increase of 180 percent, and by the practically com- 
plete extension of urban and rural electrification in the Northwest.” The de- 
velopment of the electroprocess industries in the Northwest has been through the 
fortuity of a series of emergency situations rather than through a process of de- 
liberate long-range planning. 

Availability of large blocs of low-cost power has been a major factor in the 
location of a number of industries in the Pacific Northwest since 1940. Of these, 
the aluminum industry is the heaviest power user; its 1955-56 purchases of 9.2 
million kilowatt-hours from the Bonneville Power Administration compared with 
total regional consumption of approximately 40 million kilowatt-hours.“ The 3 
major aluminum companies employed in 1956 approximately 10,000 workers in 
Washington and 1,000 in Oregon.” Approximately 1,000 more will be added with 
establishment of the Harvey Aluminum Co. in Cregon. About 7,000 of the total 
are employed in aluminum-reduction facilities and 4,000 in semifabricating. 
Since World War II, a large number of small firms engaged in fabrication of 
aluminum products have been established in the region, particularly in Wash- 
ington; since a number of these firms are engaged in fabrication of various 
metals, it is difficult to determine the precise employment attributable to alumi- 
num fabrication, but it is probably in the region of 1,000. 

Most of the United States aluminum semifabrication facilities are located in 
the East and Middle West; this stage of aluminum production is not heavily de- 
pendent on power, and freight rates per ton on fabricated aluminum are much 
greater than on aluminum ingot. The delivered pricing structure of the industry 
also tends to encourage present locational arrangements.” The original expan- 
sion of reduction facilities during World War II was based on surplus power 
from the Bonneville and Grand Coulee projects, but, since 1947, there has been 
little firm power available for electroprocess industries and the expansion which 
has occurred since that date has been based very largely on interruptible power 
which is cut off at times of low streamflow.” In 1956, 43 percent of Kaiser's 
power requirements were met by interruptible power.” 

At the time of the Korean war expansion of this industry, the Pacific North- 
west had a cost advantage over its then nearest competitors, the gnlf coast 
and the Tennessee Valley, but received only 29 percent of the additional capacity 
in Washington and Oregon plus 7 percent in western Montana; in adcition 
to nonavailability of firm power in the Northwest, accelerated depreciation 


12(harles McKinley, Uncle Sam in the Pacific Northwest (Berkeley, 1952), pp. 161-162. 

13 Endel J. Kolde, Energy Base of the Pacific Northwest Economy (Seattle, 1954), p. 12, 
and Cohn, on. cit.. np. 113. 

“417, S. Bonneville Power Administration, The United States Columbia River Power 
System (Portland, 1956). 

1 Employment figures for specific electroprocess firms were obtained from State directories 
of manufacturing firms. 

1 Fremont E. Kast. Manufacturing Growth in the State of Washington, 1939—54, doctoral 
dissertation, Universitv of Washington (1956), p. 373. 

17 Firm power is that which is available under the most adverse water conditions 
contemnlated, 

81). S. Senate, 84th Cong., 2d sess., Upper Columbia River Development, joint hearings 
hefore the Committee on Interior and Insular Affairs and a special subcommittee of the 
Committee on Foreign 28, and May 238, 1956, p. 172 (hereafter 
referred to as Upper Columbia River Development). 
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privileges favoring construction of industry-owned power facilities may have 
been a factor in the establishment of most of the new capacity in the gulf- 
coast region, based on supplies of natural gas.” Since that time, the rising 
price of natural gas has precluded further expansion on the gulf coast, but 
the aluminum companies have contracted to purchase steam-generated power 
in the Ohio Valley at prices reported as slightly over 4 mills.” The cost of 
power to one Ohio Valley plant is, in fact, reported as about 3.5 mills.” At the 
BPA rate of $17.50 per kilowatt-year, power is available at 2 mills at 100 percent 
load factor, though the average price paid by electroprocess industries has been 
about 2.2 mills. A rate of $14.50 is available within 15 miles of the dam sites. 

The Northwest must bear a regional transportation cost differential on re- 
gional imports of alumina and on ingots shipped to eastern and midwestern 
rolling mills, which is estimated by BPA and aluminum-company officials as 
the equivalent of a power price differential of approximately 1.7 mills per kilo- 
watt-hour. This differential would vary with the plant locations of individual 
firms. The Pacific Northwest had 35 percent of national aluminum-reduction 
capacity after the Korean war expansion (565,000 tons out of 1.6 million) ; this 
proportion will be reduced to approximately 28 percent after the present expan- 
sion phase to 2 million tons is completed in 1958.” 

Kaiser Aluminum & Chemical Corp. forecasts anticipate a further expansion 
to 4.2 million tons by 1965, while the more conservative estimate of the Presi- 
dent’s Materials Policy Commission is for domestic production of 4.5 million 
tons by 1975, about 3.6 million to be provided by primary aluminum production 
and the remainder from scrap metal.” While at the present time the North- 
west would appear to be still in a competitive position to obtain a share of 
this increased capacity, in the event generating facilities could be made avail- 
able, rising transport costs and innovations reducing the input of power in the 
reduction process could impair its position in the next few years. 

A number of additional electroprocess industries, with total employment of 
approximately 2,000, have entered the region since 1940, including plants pro- 
ducing chlorine, abrasives, calcium carbide, elemental phosphorus, and ferro- 
alloys. (This estimate does not include such moderate power users as steel 
and copper.) Most of these plants purchase power directly from BPA. While 
cost and availability of electric power was an important factor in their location, 
other factors, such as the growth of the western market and the presence of 
raw materials in the region, were important in some cases. 

Availability of large blocks of power from BPA was one of several factors in- 
fluencing the location of the Hanford Atomic Works in eastern Washington ; 
other factors were the isolated location and large volumes of cold river water 
to carry away heat from the graphite piles. Employment in Hanford opera- 
tions has grown to over 9,500 and comprises 75 percent of employment in Wash- 
ington’s chemical industry, while construction employment in the postwar 
period has varied from a few hundred to more than 15,000.” 

Construction of the Hungry Horse Dam, and reservation of a share of its 
power to the State of Montana, has induced employment of approximately 1,000 
in an aluminum-reduction plant and an elemental phosphorus plant. 

On the irrigation side, the principal project associated with Federal develop- 
ment of the Columbia River is the Columbia Basin reclamation project in central 
Washington ; 176,000 acres were under cultivation in 1956; 600,000 are planned 
by the early 1960’s; the eventual total will be 1,029,000 acres. Various estimates 
indicate the population increase (farm and nonfarm) attributable to the cur- 
rently approved 600,000-acre program will be approximately 80,000 to 90,000." On 
the basis of the ratio indicated by these estimates, the population increase at- 
tributable to Bureau of Reclamation irrigation projects in the Pacific Northwest 





19 John V. Krutilla, Locational Factors Influencing Recent Aluminum Expansion, South- 
ern Economic Journal, XXJT (1955). pp. 273-288. : 

® Wall Street Journal, Kaiser Aluminum Announces $280 Million Expansion, December 
5, 1955. 

21 Congressional Record, June 3, 1957. p. 7326. 

22 See Wall Street Journal, December 5 1955. 

23 Bert Inch. Aluminum’s Future, Modern Metals, December 1956, pp. 62-65, and 
Resources for Freedom, II (1952), p. 67. 

* Cohn, op. cit.. pp. 134-143. 

% Bureau of Business Research, University of Washington, Federal Expenditures in 
Washington (1956). pn. 43-47. 

% See Herbert E. Simnson: Washington’s Newest Agricultural Frontier—The Columbia 
Basin Project, Pacific Northwest Business, January 1957, pp. 5-11, and M. E. Marts, 
Population and School Enrollment Forecasts, University of Washington (mimeographed). 
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since establishment of the agency in 1902 would be between 145,000 and 160,000 
(1,070,000 acres had received full irrigation up to 1956).% Some additional 
population increase would be expected from supplemental irrigation by the 
Bureau of 1,204,000 acres, because of increased incomes from the affected farms. 

A complete evaluation of the regional impact of river-basin development would 
have to take into consideration the employment impact of construction of the 
projects and of the induced industrial facilities. On the basis of data available 
for the Grand Coulee and Priest Rapids projects, an average of approximately 
on construction workers must have been employed in dam construction since 

The aluminum, atomic-energy (plutonium), electrochemical, and electrometal- 
lurgical industries employed in 1954 about 7 percent of the Pacific Northwest’s 
manufacturing workers. More significant as a measure of their impact on the 
regional economy, they provided, between 1939 and 1954, 15 percent of the in- 
crease in regional manufacturing employment during that period. For the State 
of Washington, the comparable figures are 11 percent of the manufacturing work 
force and 24 percent of the 1939-54 increase.* 

The hydroelectric potential of the Pacific Northwest is approximately 35 mil- 
lion kilowatts of installed capacity.” Of this potential 85 percent is in the 
Columbia River and tributaries. Some of the potential capacity would produce 
power at higher cost than alternative methods of generation, and the economical- 
ly and practically developable potential is about 19-22 million kilowatts of in- 
stalled capacity and about 14 million kilowatts of prime power.” (This compares 
with the 3.2 million kilowatts of hydroelectric installed capacity in the now 
completely developed TVA system.) By June 1956, 7.5 million kilowatts had 
been developed (about 5 million kilowatts of prime power).” Of the 6 million 
kilowatts added since 1935, 70 percent has been federally constructed; on com- 
pletion of projects now under construction, Federal investment in the Columbia 
River system will be about $2.5 billion. 

The rate of construction of new generating capacity, while adequate to supply 
the rapidly increasing normal or incremental load growth, has, since 1947, been 
insufficient to supply the potential electroprocess or developmental load growth. 
Until 1956-57, projections of load growth and scheduled additions to generating 
eapacity indicated that shortages, even of normal power requirements, loomed 
only a few years ahead, and that drastic curtailments of BPA deliveries to pri- 
vately owned (nonpreference) utilities would have to be made under critical 
water conditions. On several occasions during World War II, the War Produc- 
tion Board overruled BPA’s requests for additional generating capacity, in- 
cluding immediate construction of the McNary, Hungry Horse, and Chief 
Joseph projects; during part of the war, needs were met by overloading the 
generators.” 

The 1950 BPA advance program indicated that no firm power could be made 
available for new electroprocess loads until the mid-1950’s, with the exception 
of the power allocated to the State of Montana from the Hungry Horse project. 
BPA’s proposed schedule S would have provided substantial reserves for elec- 
troprocess expansion by about 1957-58, but congressional appropriations were not 
forthcoming to maintain this schedule. Schedule S recommended completion of 
the lower Snake River projects and the Hells Canyon project between 1957 and 
1960; these projects would have added 1.8 million kilowatts of installed capacity 


27 Information obtained from U. S. Reclamation Bureau, Boise, Idaho. 

28 The initial expansion of these industries is responsible, of course, for increased em- 
ployment in such areas as trade, services, and transportation. Roland E. Miller, The 
Impact of the Aluminum Industry on the Pacifie Northwest: A Regional Input-Output 
Analysis, Review of Economics and Statistics, XXXIX (1957), 200-209, calculates 0.6 
other jobs were created for each new aluminum-industry job in the Pacific Northwest in the 
period 1939-47. It seems doubtful if the indirect effects of the initial aluminum expan- 
sion had completely worked themselves out by 1947; studies of the aluminum industry for 
a later date and of other electroprocess industries; especialy those utilizing local raw 
materials, might be expected to indicate a somewhat higher “employment multiplier.” The 
Stanford Research Institute study, The Impact of the Aluminum Industry on the Economy 
of the Pacific Northwest, does not measure the employment multiplier, but the entirely 
different concept of regional employment (and population) due to production and con- 
sumption of aluminum. 

2 Upper Columbia River Development, pp. 254-273. 

*® National Resources Planning Board, op. cit., p. 88: U. S. Army Corps of Engineers, 
information bulletin, June 9, 1956: U. S. Federal Power Commission, Future Power 
Requirements, Pacific Northwest (mimeographed, 1956) ; verified by independent estimate 
of the writer. 

3117. S. Bonneville Power Administration, 1956 Advance Program, table 1. 

2 McKinley, op. cit., pp. 175-177. 
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to the Federal system. During the postwar period, many applications from 
aluminum companies and other electroprocess industries for firm power have 
had to be rejected by BPA.” From published information available, it appears 
the present electroprocess load served by BPA could have been doubled.* 

After the change in national administration in 1953 and the announcement of a 
Federal power policy encouraging greater local participation in river-basin de- 
velopment, there was a veritable landslide of filings on hydroelectric sites by 
local private and public utility systems. Construction plans of these agencies 
have pushed looming power shortages several years into the future; the 1955 
BPA advance program estimated load growth would exceed resources by 1961-62, 
while the 1956 program estimated the shortage would occur (in the absence of 
further construction) in 1964-65. 

The partnership policy proclaimed in 1953 has been virtually inoperative, 
since no partnership projects having a significant Federal contribution have been 
authorized by Congress.” Nearly all Columbia River system projects (except 
the Willamette Valley projects, and including even the major upstream storage 
plants) have over 70 percent of their cost allocated to power, so that the usual 
type of partnership project, involving Federal payment of nonpower costs only, 
would require a small percentage share of Federal funds. Local construction, 
rather than partnership, has therefore been the rule for new projects started 
Since 1953. 

This policy is not without its disadvantages. It will result in higher power 
costs to users as a result of the higher capital costs of projects constructed by 
the local agencies. Local construction has typically involved a reduction of 
nonpower benefits, as in the elimination of 1.5 million acre-feet of flood-control 
storage at the Priest Rapids site. Of greatest long-run significance, however, 
is the lack of progress made in achieving the flood-control and power-storage 
objectives of the Corps of Engineers 1948 main control plan, calling for 27 mil- 
million acre-feet of usable storage, 21 million acre-feet to be used to control the 
largest flood of record (1894), and recommending immediate construction of a 
number of projects which would have achieved this goal. At the present time 
there is in existence only 10 million acre-feet of upstream storage, 4.9 million 
acre-feet usable for flood control. The additional storage required to achieve 
the main control objective would reduce average annual flood damage in the 
lower Columbia River flood plain from $12 million to $3 million a year and 
would increase the prime-power output of downstream plants by several million 
kilowatts.” Preliminary estimates indicate that federally generated steam 
power, in combination with the system’s secondary power, could produce firm 
power salable at about 4 mills,” substantially higher than the estimated cost of 
system firm power using 25-30 million acre-feet of upstream storage and leav- 
ing the flood-control objective unfulfilled. 

At least 8 potential major upstream storage sites, with 23 million acre-feet 
of usable storage, are under serious opposition from mining, fishing, agricultural, 
and wildlife interests, and the Libby project (5.1 million acre-feet) is delayed 
pending outcome of international negotiations. Adding to the difficulty of 
achieving storage objectives, the Federal Power Commission has recently issued 
licenses or permits for privately developed projects providing substantially less 
power and flood-control storage than the alternatively proposed Federal projects 





%Cf, BPA 1950 Advance Program, p. 23: Cohn, op. cit., p. 126; U. S. Federal Power 
Commission, In re Matters of Idaho Power Co., project No. 1971, No, 2132, and No. 2133, 
transcript, pp. 14825-14826 (testimony of Samuel Moment). 

* This would have involved most of the Korean war aluminum expansion, electrochemical 
production, potential new entrants into the aluminum industry, and production of furnace- 
grade Idaho phosphates (see U. S. Bonneville Power Administration, Estimated Potential 
Electric Power Requirements of the Snake Basin Area (1952), pp. 29-31. 

% Efforts of the national administration to have the Cougar, Green Peter-White Bridge, 
and John Day Dams authorized as partnership projects have failed in Congress, and these 
projects will apparently be constructed as entirely Federal projects, though to date little 
more than token amounts have heen appropriated for them. 

% Upper Columbia River Development, pp. 44. 75. 

2 PUD No. 2 of Grant County. Wash., Priest Rapids Hydroelectric Development, Columbia 
River, Wash.. IV. Power Markets and Transmission Report (June 1955), p. [V-C—31 and ff. 
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(Hells Canyon, Nez Perce, and Paradise).™ In all, over 32 million acre-feet of 
usable storage is under opposition from local interests or apparently eliminated 
by the FPC decision. While the physical storage potential of the United States 
portion of the Columbia Basin is estimated at 61 million acre-feet,” the projects 
under opposition (or eliminated) are the largest and lowest-cost potential sites.” 
The Assistant Chief of Engineers for Civil Works, United States Army, has 
stated, “We are having the greatest of difficulties in getting additional storage 
any place in the basin.”“ The list of hydroelectric projects under construction, 
scheduled, or under active consideration in the BPA 1956 advance program 
(table 6) would, according to BPA, “substantially complete development of the 
power head on the Columbia River and its main tributaries in the United States.” 
Yet the list includes only 4 million acre-feet of United States storage which would 
be usable in controlling lower Columbia River floods and increasing the prime- 
power output of the plants on the Columbia and the Snake (i. e., that would 
contribute toward the objectives of the main control plan). Even with addition 
of the Libby (international) project to this list, the objectives of the main con- 
trol plan could not be achieved. 

Attention has increasingly focused on upstream storage in Canada as a solution 
to these problems. One-third of the discharge of the Columbia River originates 
in Canada. The Libby, Mica Creek, and Arrow Lakes projects would provide 19 
million acre-feet of usable storage and, if simultaneously added to the existing 
system, would contribute 855,000 kilowatts of at-site prime power plus 1,358,000 
kilowatts of prime power at downstream plants in the United States, besides pro- 
viding substantial flood-control benefits.” The largest of these projects, Mica 
Creek, would develop a substantial part of western Canada’s hydroelectric poten- 
tial and provide the basis for industrial development similar to that which oc- 
curred in the State of Washington with the construction of Grand Coulee and 
Bonneville. Ona first-added basis, the Mica Creek project, with 10.5 million acre- 
feet of storage, would produce about 700,000 kilowatts of prime power at-site and 
contribute 1,076,000 kilowatts to downstream plants (759,000 if Libby and Arrow 
Lakes were constructed simultaneously—the amount would decrease somewhat 
further with construction of United States storage, but the difficulties there 
have been noted). Seven hundred thousand kilowatts of prime power is con- 
templated from the Downie Creek and Little Dalles projects, several miles down- 
stream, to be added later, and an additional 700,000 kilowatts of prime power 
would be developed downstream with further construction on the main stem 
of the Columbia.” 

There is a question whether the downstream contribution of Mica Creek will 
be made in the United States or in the Fraser River in western British Columbia. 


% The reasons given by the FPC for licensing the 3-dam Idaho Power Co. project in 
the Hells Canyon reach of the Snake River were not that the Federal high dam would be 
an economically inferior project but that there was little prospect for congressional 
authorization of the high dam (particularly emphasized in the examiner’s decision, pp. 
55-56) and that the 3-dam project would provide power to alleviate more quickly the 
anticipated power shortage in the Snake River Basin (FPC Opinion No. 283, Pp: 17). The 
FPC staff evaluated the high dam and the 3 low dams on the hypothetical basis of Federal 
financing for each. They used 4 alternative methods of arriving at the benefit-cost ratio 
of the extra power produced by the high dam. ‘The average of these ratios was 1.07. The 
FPC opinion concluded that the power features of the 1-dam plan had no clear economic 
advantage. The examiner's decision pointed out that the high dam would have substantially 
greater indirect benefits (not calculated in the staff’s cost-benefit computations) than the 
3-dam project, particularly in stimulating phosphate and mineral development (pp. 65-66). 
The Idaho Power Co. argument that the high dam was economically infeasible is based 
primarily on a capital-cost estimate for the 3-dam project, $53 million lower than the 
estimate of the FPC staff expert, supported by a firm offer of the construction company. 
This offer was not accepted by the examiner for reasons stated in decision (pp. 16-19). 
Had Bureau of Reclamation estimates of cost and other features of the projects been used, 
the economic advantage of the high dam would have appeared much greater than indicated 
above. 

3° Upper Columbia River Development, p. 234. 

M. E. Marts has suggested a number of measures for achieving agreement with local 
interests, including low at-site power rates to attract industry. Upstream Storage 
Problems in Columbia River Power Development, Annals of the Association of American 
Geographers, XLIV (1954), 43-50. 

“Upper Columbia River Development, p. 91. 

 Tbid., pp. 46—47. 

Study of Development of Upper Columbia River Basin, Canada and United States, 
report to the Chairman of the Senate Committee on Interior and Insular Affairs, submitted 
by Senator Richard L. Neuberger, December 15, 1955 (Washington, 1955), pp. 38-39. 
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A proposed diversion of 15 million acre-feet from the Columbia to the Fraser 
through the Monashee Mountains would have a seriously detrimental effect 
on future development of the Columbia River in the United States, and the 
possibility of making this diversion enhances the Canadian position in inter- 
national bargaining over division of prospective power benefits. It is probable 
that, as a part of any international agreement, some part of the downstream 
power benefits of the Canadian projects would have to be returned to Canada 
by long-distance transmission. Anticipated completion by 1958 of the Canadian 
investigations of these projects and the Corps of Engineers review of its 
1948 308 Review Report should provide the basis for settlement of this vital 
question. 

BPA and FPC studies indicate that, about 1975, the cost of additional hydro- 
electric generation in the Northwest will be about equal to the expected cost 
of power generated by steam or atomic energy.“ Virtually all the electric 
energy generated after this date would be from these alternative sources, and 
by 1985 or 1990, only 50 percent of the Northwest’s power is expected to be 
hydroelectric. More recent revisions of load-growth estimates have brought this 
date forward at least 2 years.“ At the present rate of additions to the system 
of 750,000 kilowatts per year, the output of the prospective projects listed in 
the 1956 BPA Advance Program would be absorbed by the regional load growth 
by 1972; failure to obtain Canadian or American upstream storage would in 
fact require considerable steam generation in the 1960's, to firm up the large 
amounts of secondary energy generated. The above estimates do not take 
into account 900 billion kilowatt-hours of potential electroprocess loads, exclusive 
of aluminum, which BPA estimates might materialize by 1966 (1.2 million kilo- 
watts at 80 percent load factor).“° If the ratio of employment to power use 
of these industries were to be the same as in the miscellaneous electroprocess 
industries presently in the region, these new plants would provide employment 
for approximately 13,000 workers. 

The recent wave of filings by local agencies has still left a backlog of projects, 
including John Day, the lower Snake River plants, and Libby, which have been 
authorized by Congress for Federal construction. Storage projects in Canada 
or the United States would also substantially increase the output of the Federal 
system. None of these potential projects is included in the BPA estimates, 
which foresee an approximate equality of load growth and resources by 1964-65 
and deficits thereafter. Hydroelectric projects have a gestation period of 4 to 
7 years (Mica Creek has been estimated as high as 10), and there is therefore 
little prospect of surplus firm power being available before 1964-65, though the 
region would benefit from the construction involved. The writer’s comparison 
of estimates of loud growth and resources for the 1960’s indicates that, if the 
projects listed above plus Canadian or United States upstream storage, were to 
be completed during the period 1964-69, 1 to 2 million kilowatts of power could 
be made available to electroprocess industries.“ This estimate assumes that 
between 25 and 50 percent of the output of these projects could be used for 
electroprocess load and the rest for incremental load growth. While the estimate 
may be affected by change in load growth, local utility construction plans, and 
other factors, it does indicate roughly the magnitude of the effort required. Such 
a program would require a Federal investment of about $150 million a year over a 
10-year period, exclusive of financial arrangements which might be made with 
Canada, or cost of United States upstream storage. This compares with $1338 
million appropriated for water-resources development in Washington and Oregon 
for fiscal year 1957, though the average for the past few years has been about 
$100 million. Power costs for the residential and commercial electric power 
consumers of the region would begin their inevitable rise 1 or 2 years earlier 
than if no electroprocess load growth were to occur. 

The effect on BPA rates of additions to the Federal system is extremely relev- 
ant. Comparison of power output with estimated construction cost of Libby and 
Mica Creek indicates they are among the more economical storage projects in 
the Columbia Basin.“ It has heen estimated that John Day could possibly be 
added to the Federal system without significant impact on the BPA rate struc- 


4 Upper Columbia River Development, pp. 150-151. 

4 Cf. Upper Columbia River Development, p. 141, and BPA 1956 Advance Program, 
table 3. 

4 BPA 1956 Advance Program, pp. 15-16. 

47Cf. BPA 1956 Advance Program, tables 10—12. 

43 See also remarks of Assistant Chief of Engineers for Civil Works, U. S. Army, in Upper 
Columbia River Development, p. 80. 
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ture.” The lower Snake River plants appear higher cost, but their economic 
feasibility would be materially enhanced by provision of storage upstream on 
the Snake River.” It has been estimated that the cost of salable firm power pro- 
duced by the phase C-—2 system (which is comparable to the expanded Federal 
system indicated above with the possible substitution of Canadian for United 
States storage) would be 2.25 mills at 100 percent load factor; ™ and the Corps 
of Engineers 308 Review Report estimated that a 25 percent upward revision 
of BPA rates would “pay out” 10 million additional kilowatts of construction on 
the Columbia River and tributaries.” These scattered indications at least in- 
dicate the advisability of a more comprehensive study, including the impact of 
increased interest rates on Federal power rates. 

Without expansion of the Federal system, opportunities for obtaining further 
electroprocess loads appear to be substantially reduced. Local rates to heavy 
industrial power users are 1 to 3 mills higher than BPA rates. Each local system 
has the problem of accommodating a large electroprocess load in addition to 
its normal load, though this problem can be alleviated by pooling of resources. 
Some local utility systems have announced intentions to serve elctroprocess loads 
(aluminum companis will receive some firm power from PUD constructed projects 
to replace BPA interruptible power, and the Idaho Power Co. will continue to 
serve elemental phosphorus loads) ; other systems have announced that no surplus 
power will be available (for example, from the Priest Rapids development). 

Recent efforts to bring about legal changes more favorable to promotion of 
a power supply for industrial development include (1) introduction of Senate 
bill 2206 to amend the BPA Act to empower the Bonneville Administrator to 
establish priorities for industrial uses similar to those afforded cooperatives and 
publie agencies; (2) a proposal to establish a regional power corporation with 
authority to issue its own bonds to replace the “temporary” BPA; and (3) a 
proposal to establish in the State of Oregon an industrial power marketing agency 
which would qualify for priority for BPA power as a “public agency.” 

This paper has pointed out the difficulties of regional planning in a maturing 
region with a high electric powerload growth in a situation where the principle 
of governmental hydroelectric generation to stimulate regional development has a 
limited public acceptance. While it would be worth while to keep under con- 
tinued study the possibilities of obtaining further electroprocess loads in the 
Northwest, much greater possibilities of eletcroprocess industry expansion ap- 
parently exist in such relatively underdeveloped regions as British Columbia 
and Alaska, each with an estimated 15 million kilowatts of undeveloped hydro- 
electric potential. 


{An article appearing in the Federal Reserve Bank of San Francisco Monthly Review, 
January 1958] 


LOCATION FacrorRs AND ALUMINUM IN THE PAcIFIC NORTHWEST 


Aluminum bids fair to become one of mankind’s most important and useful 
primary products. An industry born less than a century ago, it has already 
assumed major importance in the daily lives of consumers in its myriad uses. 
It provides employment for well over 100,000 workers, and in output it ranks 
ahead of all other metals produced except steel. The Pacific Northwest region 
bas been of key importance in the development of aluminum in the United 
States, particularly during World War II. This article, the third in a series," 
will be concerned mainly in an analysis of factors important to location of the 
industry, with particular reference to their bearing on the aluminum industry 
in the 12th district. 


 jhid., p. 157. 

5° PUD No. 2 of Grant County, Wash., Priest Rapids Hydroelectric Development, pp. 
IV—C-—19-21, and IV—C-—28. a 

1, S. Federal Power Commission, In the Matter of Idaho Power Co. Projects No. 1971, 
2132, 21338. exhibit 285, schedule B. 

2 BPA 1949 Advance Program, p. 13. 

1For the first two articles, see The Aluminum Industry—Part I: Development of Pro- 
duetion, this Review, August 1957, pp. 97-109. The Aluminum Industry—Part II: Growth 
of the Market, this Review, October 1957, pp. 145-152. 

The help and cooperation in the preparation of these articles of Aluminum Company of 
America, Reynolds Metals Co., Kaiser Aluminum & Chemical Corp., Bonneville Power 
Administration, and the Federal Power Commission, among others, is gratefully acknowl- 
edged. 
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Since broad economic factors strongly influence the location of any particular 
stage of aluminum production, the location of no one stage can be considered in 
isolation from the others. The economic goal of integrated production is to 
minimize the total cost of producing and delivering aluminum to consumers, 
not to minimize cost at each stage. Of course, political, military, and institu- 
tional factors do not always allow the unhampered resolution of economic forces. 
Furthermore, since it takes time for economic forces to work themselves out, 
the spatial distribution of plants at any particular time is not always the 
optimum. 

PRODUCTION OF ALUMINA FROM BAUXITE 


The relative ability of a locality to produce aluminum competitively starts 
with its access to bauxite of commercial grade. Of the major aluminum consum- 
ing nations, only France has domestic bauxite deposits sufficient to supply its 
aluminum industry. In recent years, almost 80 percent of the bauxite used in 
the United States has been imported from South America and Jamaica. At 
present, principal bauxite sources for the United States in order of importance 
are Surinam (Dutch Guiana), Jamaica, Arkansas, and British Guiana. Thus, 
with the exception of the bauxite produced in Arkansas, sizable transportation 
costs are incurred by American aluminum producers in bringing bauxite to their 
alumina plants. Although users of domestic bauxite save on the transportation 
cost, this is largely offset by the greater expense in refining the relatively low- 
grade bauxite mined in Arkansas. Bauxite consists essentially of aluminum in 
chemical combination with oxygen and water plus other materials regarded as 
impurities. The grade of bauxite depends on the alumina (aluminum oxide) 
content and the type of impurities present. The Bayer process of refining re- 
quires bauxite with a low silica content. A maximum of 7 percent silica can be 
handled, but anything over 3 percent is not considered desirable because silica 
combines with alumina and soda which are thus lost. For each pound of silica 
in the bauxite, approximately 1 pound of soda and 1 pound of alumina are lost 
in red mud residue. A modified Bayer process handles bauxite with up to 15 
percent silica, but it is more expensive. 

No bauxite is shipped to the Pacific Northwest for conversion to alumina. Of 
the 5 alumina plants in the country which refine bauxite, 3 are located on the 
gulf coast and 2 in Arkansas. Three additional plants on the gulf coast are 
currently under construction. All of the alumina used by aluminum-smelting 
plants in the United States is presently produced at these five plants in this 
country. However, some alumina will be imported directly from Japan for the 
Harvey Machine Co. plant that is nearing completion at The Dalles in Oregon. 

Inspection of their principal raw muterials indicates why alumina plants 
would be most likely to locate in the gulf region. For every ton of alumina 
produced from high-grade Surinam bauxite, for example, 4,000 pounds of bauxite, 
160 pounds of soda ash, 120 pounds of lime, and 9,000 cubic feet of natural gas 
or about 0.7 ton of coal are needed.” Location of alumina plants in this region 
capitalizes on the shortest water transportation of bauxite from foreign sources, 
as well as ready availability of all other principal raw materials, including 
large reserves of natural gas. Although bauxite could be delivered to North- 
west ports, the other raw materials are not available in sufficient volume to 
allow refining to compete in this area. 

The alumina plants in Arkansas, in towns called Hurricane Creek and Bauxite, 
utilize the bauxite ore found in Arkansas and are also able to draw on lime and 
gas supplies in the region. Northwest aluminum plants must therefore import 
their alumina supplies from this region and from the gulf coast, either by rail 
or water carrier. 

The main activity in aluminum production in the Pacific Northwest is in 
the smelting of aluminum oxide to aluminum ingot. Although the integrated 
producers also operate major facilities in the area to process aluminum into 
sheet, plate, rod, wire, cable, extrusions, and alloyed fabricating ingot, about 
one-half of the ingot produced in the region in 1956 was shipped to California 
or eastern industrial centers for further processing. 


2U. S. Department of Commerce and the Business and Defense Services Administration, 
compiled for the Office of Defense Mobilization, Materials Survey—Aluminum, November 
1956, pp. v—5, table v—1. 
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ALUMINUM SMELTING IN THE PACIFIC NORTHWEST 


Three main cost categories stand out in the location of aluminum smelting 
facilities: Transportation costs incurred in bringing needed raw materials 
to the plants, electric power costs at the plant sites, and, finally, transporta- 
tion costs incurred in delivering aluminum to the consumers. 

For every pound of aluminum metal produced, the following main ingredients 
are needed ; * 

1.91 pounds of alumina 

0.60 pounds of carbon paste 

0.03 pounds of cryolite 

8 to 10 kilowatt-hours of electric energy 

Because of the fact that the proportions of these inputs are held constant in 
the production of aluminum, a comparison of the delivered costs of these raw 
materials in plants throughout the country would yield accurate comparisons of 
direct production costs by producing region. Unfortunately, the paucity of cost 
data available from the aluminum industry precludes a complete discussion of 


these items, so comparisons must of necessity, be restricted to rather general 
qualitative terms. 


Relative power costs 


Power costs have, traditionally, been the major factor determining the loca- 
tion of smelting plants. Aluminum, in the early days, particularly, was tied to 
hydroelectric sites because of their relatively cheap power. The aluminum in- 
dustry in the United States has migrated from the Northeast to Tennessee and 
North Carolina and to the Pacific Northwest seeking ‘low-cost hydroelectric 
power. Since World War II, a new move has been made to the gas fields of 
the Texas gulf region and the lignite fields of Texas and now, most recently, to 
the coal-producing regions of the Ohio Valley. What iron and coal are to steel, 
bauxite and electricity are to aluminum at the smelting stage. The consump- 
tion of power by the aluminum industry in 1955 in the United States, for exam- 
ple, was in excess of 30 billion kilowatt-hours. This was almost 5 percent of the 
total electricity generated within the United States. Although electricity is 
used in alumina and fabricating plants, smelting plants are much heavier users. 
The relative importance of electricity in the production of aluminum, however, 
is understated by expressing power costs as a proportion of total costs. Power 
rates vary widely from one region to another, and most aluminum plants are 
already located near sources of relatively low-cost power. For the other inputs, 
price differentials among areas are based on transportation costs. Such differ- 
entials can also be quite high, but large differences in power costs probably are 
the more important element in the location of aluminum smelting plants. 

Just as bauxite mines are tied to bauxite deposits, electrical powerplants are 
tied to hydroelectric sites or to large deposits of primary energy, like coal or 
natural gas. The radius around a generating plant to which electricity can be 
delivered is limited by the heavy transmission losses suffered beyond certain 
distances. Coal-fueled steam plants are limited in their spatial distribution by 
the transport costs of shipping coal, especially by rail. The result is that power 
costs vary considerably from region to region. 

Although precise data are not available for power costs in all the aluminum- 
producing regions, some crude comparisons may be made. The Pacific North- 
west probably provides the largest block of low-cost electric power to the alumi- 
num industry in the United States. The average cost per kilowatt-hour for 
firm power to the aluminum industry in the Northwest for 1955 was slightly 
in excess of 0.21 cent. Rates close to 0.4 cent per kilowatt-hour have been re- 
ported in the Tennessee Valley and Texas gulf area. Trade reports on the new 
facilities being erected in the Ohio Valley place electric-power costs from 0.31 
to 0.4 cent per kilowatt-hour. 

Calculated at 9 kilowatt-hour per pound of aluminum, a rate of 0.21 cent 
per kilowatt-hour, the prevailing rate in the Pacific Northwest, would amount 
to a power cost of 1.89 cents per pound. With a cost of 0.4 cent elsewhere, 
there would be a differential in favor of the Northwest of close to 2 cents per 
pound. Recent trade reports indicate that the new coal-fueled steam plants in 
the Ohio Valley can produce as cheaply at 0.31 cent per kilowatt-hour. This 
would constitute a differential of 0.9 cent per pound in favor of the Northwest. 
These sketchy comparisons of power cost figures indicate a considerable present 
advantage for the Northwest. With the increase in efficiency of coal-fueled steam 





*Ibid., pp. v-6 through v-8. 
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plants and the limitations on hydro expansion, however, a tendency is arising 
to narrow power cost differentials among several regions, with the result that 
more points have a reasonable potential as aluminum smelting sites. 


Transportation cost differences 


Although transportation costs on any specific input may not exceed the im- 
portance of power costs, the aggregate of transportation costs incurred in as- 
sembling raw-material inputs and in the marketing of the aluminum ingot is 
a very significant element in the location of aluminum smelting plants. For 
every pound of aluminum produced, 2 pounds of alumina and 0.58 to 0.65 pound 
of carbon paste must be assembled, along with small amounts of cryolite and 
aluminum fluoride. The Bonneville Power Administration estimates that the 
freight cost on alumina alone to the Northwest amounts to slightly over 1 cent 
per pound for each pound of aluminum. Freight costs incurred in assembling 
earbon paste, aluminum fluoride, and cryolite would add approximately another 
0.4 cent per pound to the cost of producing aluminum in the Pacific Northwest. 

The location of fabricating plants in relation to markets and smelting plants 
is also to the disadvantage of the Pacific Northwest. The bulk of the non- 
integrated fabricators and users of aluminum in this country are concentrated 
in the populous New England, Middle Atlantic, and North Central States, and 
freight rates for shipping ingot to the East amount to over 1 cent per pound. 


Results of combining costs 


Tennessee Valley plants appear to have the most economical cost for assem- 
bly of raw materials and some advantage relative to the Pacific Northwest in 
shipping aluminum to fabricating plants. Power costs of Tennessee Valley 
producers may be sufficiently greater than for Pacific Northwest plants, so that, 
on balance, the Pacific Northwest still has a slight net advantage in total de- 
livered cost of aluminum. Ohio plants appear to be better off on assembly 
costs than the Pacific Northwest because of cheaper transportation for alumina. 
They also save on transporting aluminum to fabricating points. However, 
their higher power costs partly offset their other cost advantages. Texas gulf- 
area plants have a prominent advantage in the assembly of raw materials be- 
cause of low aluminia transportation cost. Delivery costs for aluminum approxi- 
mate those for Pacific Northwest plants. Power charges vary widely from plant 
to plant. 

These relationships are based on inferential analysis. Firm reliance upon 
them could be misleading. Perhaps the most valid statement that can be made 
is that the Pacific Northwest advantage has narrowed, if not disappeared. 
Power costs in areas outside of the Pacific Northwest may still be sufficiently 
higher, so that, even for those plants with the largest assembly and delivery 
advantage, total costs may fall only slightly below the delivered cost of North- 
west aluminum. In any event, differentials are probably not so large as to 
induce established plants in the Pacific Northwest to leave. To do so, a firm 
would have to demonstrate that the average total cost in the new plants was 
lower than the average out-of-pocket cost in the old plants. Slightly lower 
total costs in new plants will only affect the location of additional capacity. 
Changing technology could modify the present situation, however, just as it 
has reduced the importance of power in determining smelting-plane location by 
narrowing the spreads between power rates throughout the country. 


PROSPECTS FOR CHANGES IN RELATIVE COSTS 


Regardless of how valid comparisons are on a current basis, technological 
changes in both the field of electricity generation and aluminum smelting are 
rapidly changing the economic structure and locational relationships within 
the industry. Changes in the demand for aluminum inputs, primarily from 
competing industries, also upset the feasibility of the current geographic dis- 
tribution of the processes in aluminum production. Finally, military, foreign 
policy, and political considerations preclude exact measurement of these factors 
because of the unpredictability of developments and the inaccessibility of avail- 
able data. Recent developments, however, provide some rough guide to the 
future. 


Possible bauavite substitutes 


Bauxite is the only source of aluminum that is considered economically 
feasible at present. Practically all of the hauxite mined in the United States 
comes from two counties in Arkansas. These deposits are rapidly running 
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toward lower grade ore and depletion. As a result, the bulk of our bauxite sup- 
plies must come from Surinam, Jamaica, and British Guiana. This development 
may be viewed with some concern, because our shipping links could be cut in 
time of war. In addition, the considerable transport cost substantially increases 
the cost of bauxite. 

The current methods of producing aluminum from bauxite date back to the 
late 1880’s. Increased use of aluminum and the pressure of war fears and needs 
have caused other ores to be investigated. Other aluminum-bearing materials 
are available in large supply. Although the only plants constructed to use these 
materials have been of pilot-plant size, the rate of technical progress, particularly 
in the last 17 years, suggests that these ores can be future sources of aluminum. 
Aluminous clays in one form or another occur practically everywhere in the 
world. The Pacific Northwest, for example, is well endowed with aluminum- 
bearing Clays. The Bureau of Mines has estimated that there is a minimum of 
10 million tons and a maximum of 20 million tons of laterite in northwest Oregon. 
Laterite ore samples have averaged about 31 percent alumina, 23 percent iron, 
and 11 percent silica. Washington also possesses large deposits of laterite. 
The Bureau of Mines estimates there are 71 million tons of clay containing 24 
percent alumina at Olson, Idaho; 15 million tons of 30 percent alumina at Castle 
Rock, Wash.; and 103 million tons of 25- and 27-percent grade in Oregon. In 
addition, in Wyoming along the Union Pacific Railroad, anorthosite deposits with 
28 percent alumina amount to billions of tons. Although the use of these deposits 
is not economic currently, technological improvements or wartime necessity 
could make these deposits useful. Assembly costs of alumina would be sub- 
stantially reduced for the Northwest if these ores could be refined to alumina 
economically. However, over 15 other States also possess large deposits of 
aluminous clays, and some of these deposits exist in areas that already have 
smelting capacity. It is currently impossible to say whether an aluminum in- 
dustry based on these clays would locate in the Pacific Northwest or in another 
area. As long as the United States has access to high-grade bauxite deposits 
containing up to 59 percent alumina in South America and the Caribbean Islands, 
these clay deposits are not likely to be of much importance in the foreseeable 
future. 


Prospects for changing power costs 


Electric power generation has been doubling about every 10 years. The point 
is now being reached where additional expansion must be based on more expensive 
processes than were available in the past. The number of extremely low-cost 
hydropower sites is now near exhaustion, with a consequent trend toward ther- 
mal power generation based on petroleum, natural gas, and coal. It is also 
possible that Federal agencies will raise the power costs at multipurpose dams, 
as power demands may warrant this move. Despite improvements in the effi- 
ciency of thermal plants, the cost of providing more power has been increasing. 
Meanwhile, however, the amount of electricity used per pound of aluminum has 
been reduced from 14 kilowatt-hours to an industry average of 8.5 kilowatt- 
hours per pound. This huge reduction in the need for power tends to compen- 
sate for the increasing cost of electric power. 


Generation from coal 


Improvements in the efficiency of coal-fueled steam plants have lowered con- 
siderably the cost of power in coal-producing areas. The coal requirement per 
kilowatt-hour has dropped from 3.20 pounds in 1919 to under 0.95 pound in 1955. 
Increased demands for electricity and lower cost due to improved efficiency have 
resulted in a 250-percent increase in coal consumption by electric utilities during 
the past 30 years, from 40 to 140 million tons. The increase from 1950 to 1955 
alone was 59 percent. 

Only recently has the aluminum industry joined this trend to coal-fueled steam 
plants in the generation of electricity. Three new plants with a combined annual 
capacity of 550,000 tons are planned or nearing completion in the Ohio River 
Valley region that will use power generated from coal-fueled steam plants 
located practically on the mine mouths. Alcoa started its lignite plant at Rock- 
dale, Tex., in 1951. Some reports indicate that the long-run average cost of 
electricity to the aluminum producers will be about 0.40 cent per kilowatt-hour. 
This compares with 0.21 cent per kilowatt-hour currently charged in the North- 
west. The relevant comparison, however, is with the cost of additional elec- 
tricity in the Pacific Northwest. According to studies made by the Federal 
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Power Commission for the Army Corps of Engineers, the cost of providing addi- 
tional power in the Northwest will increase average power rates considerably.‘ 


Lignite coal 


The first stage in the metamorphosis of vegetable matter to coal is peat. 
Lignite in turn is the coalified product of peat and in the United States is the 
lowest rank of combustible matter that is used for burning, gasifying, and 
coking—the normal large-scale outlets for coal. Lignite contains 30 to 40 percent 
water. Lignite deposits in the United States are of tremendous size with the 
principal concentrations in the northern Great Plains, the Rocky Mountains, 
and the Gulf and Pacific areas. Industrial exploitation of lignite as a fuel 
in the United States has been limited because of the abundance of higher rank 
coals close to points of usage and a lack of industry and markets in the area of 
lignite deposits. Active development has been underway by Alcoa at its Rockdale 
plant in Texas, however, with electric generation based on lignite as a power 
source for a 150,000-ton annual capacity aluminum plant. Chemical byproducts 
from the lignite process developed by Alcoa may reduce power costs as markets 
are developed for them. Lignite is tied rather closely to its region of production 
because of its low heat content per unit volume and its tendency to deteriorate 
in storage and transit. One of the features of lignite that has served as a 
barrier to its use could conceivably become an asset in the case of aluminum 
smelting, and that is its location in areas of limited industrial activity. The 
gulf coast, which is conveniently located to the source of bauxite, has huge lignite 
deposits that could well attract an industry that cannot afford to bid competitively 
for power with other industries that use relatively much less power. How 
realistic this assumption is can only be known in light of what the costs really 
are. Aluminum Company of America’s decision to expand the original capacity 
of its Texas plant by 50 percent indicates some success with lignite. 


Possible impact of atomic energy 

The whole spatial distribution and organization of the United States aluminum 
industry could be radically altered by the advent of low-cost atomic energy ; but, 
as in the case of other changes, the adjustment would not be instantaneous. 
One of the features of atomic energy will be the insignificance of uranium 
transport costs since a pound of uranium possesses the British thermal unit 
equivalent of 1,500 tons of coal. In essence, this means that atomic energy can be 
utilized anywhere. Therefore, atomic energy could be used in the Northwest as 
economically as anywhere else. What would then determine the actual location 
of aluminum plants would be factors other than power costs. No longer would 
industries be attracted to an area because of relatively low power costs despite 
other disadvantages. At present, electric power based on atomic energy is not 
competitive with electricity generated from traditional energy sources in most 
power-consuming areas throughout the world. 


REVIEW OF THE ALUMINUM POSITION IN THE PACIFIC NORTHWEST 


The aluminum industry developed in the Pacific Northwest largely in response 
to military needs for the metal and the availability of unsold or uncommitted 
power from the newly completed Federal hydroelectric projects in the areas. 
Almost overnight the Pacific Northwest became the leading center of aluminum 
production in the United States. In 1939, no aluminum was produced in the re- 
gion ; by 1941, 22 percent of the national output came from the Pacific Northwest. 
National production quadrupled from 1939 to 1943 after which it began to de- 
cline. Aluminum production in the Northwest continued to increase through 
1944 when it accounted for 36 percent of the national output. When the war was 
ended military needs for aluminum were sharply reduced with the result that 
aluminum production contracted in both the Pacific Northwest and the United 
States. Since production declined less in the Pacific Northwest, its relative 
share of the national output increased to a new high of 41 percent in 1945. 

By 1947 civilian demand for aluminum began to increase in literally hundreds 
of uses. Production was stepped up in the converted war plants throughout the 
country. The Pacific Northwest increased its production faster than the rest of 
the country as the wartime aluminum plants there were reactivated by Kaiser 
and Reynolds. By 1948 the Pacific Northwest had not only exceeded its war- 
time peak production but had raised its relative share of aluminum production 





4 Army Corps of Engineers, Department of the Army, Revision to House Document 531, 
Columbia River (unpublished). 
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to 47 percent. In 1949 its relative share actually rose to 52 percent. (See 
table 1.) Production continued to expand in the Pacific Northwest with only a 
slight setback in 1952 due to power curtailment by the Bonneville Power Ad- 
ministration because of low water flow in the Columbia River. National output 
since 1949, however, has increased even faster than that in the Pacific Northwest. 


TABLE 1.—Primary aluminum production, United States and Pacific Northwest 


[In thousands of tons] 


| Pacific | Pacific 








| Pacific | Northwest)| Pacific North- 

Year | United | North- jas percent/| Year United | North- | west as 
| States | west | of United States west [percent of 

| | States || United 

| States 

pe a. ED | 

MID cirsccnisesucpise b MBB Jaccnenie ws heredendoas 1 NOR a3 ~SgieetSoueine 623. 5 295. 0 47 
BE ndh netctiteihis dha: teas | 206. 3 5.0 SA I lee iain 603. 5 311.4 52 
SONA oA eee es | 309.1 | 67.0 | BP We sce eee 718. 6 343.0 48 
SED. ..nckabiddatian did | 521.1 148. 0 GS lr SLi 836.9 364. 1 44 
RE nk datas cine | 920. 2 252. 0 SF + hb Cente technical mere 937.3 350. 0 37 
i citibntnimiaitietiens 776.4 281.0 | 36 | chain inset idiisaiaaa teal: 1, 252. 0 480. 8 38 
ah ans abawas aes | 495. 1 203. 0 41 MA caitenbumacesos 1, 460. 6 512.0 35 
Pi nok ke eee 409. 6 148. 0 Oty Rt cn dhG wade 1, 554.3 546. 5 35 
A anti dcplbane este | 571.8 265. 0 Ot .  e 1, 679.0 623. 6 37 














Source: U. S. Department of Interior, Bonneville Power Administration, Columbia River Power and 
the Aluminum Industry, July 1953, p. 20. 


Upon the outbreak of the Korean war, national production of aluminum was 
approaching the wartime peak of 1943. But even more new capacity was needed 
to satisfy the sudden spurt in military needs in addition to the large and rap- 
idly growing civilian demand. Although it was felt that the Pacific Northwest 
would have surplus power after World War II, it soon became evident with the 
increase in residential and industrial needs that it would be difficult to satisfy 
the demands of existing aluminum capacity without curtailing the expansion 
of other demands. As a result there was no power surplus to draw upon when 
the need for new aluminum capacity arose. The Southwest with its large gas 
supplies and proximity to bauxite from the Caribbean area was the most sat- 
isfactory alternative. 

Of all the electric power contracts negotiated for aluminum production by 
the Bonneville Power Administration after World War II, only 3 were for new 
aluminum plants; namely, a 108,500-ton plant at Wenatchee completed in 1952, 
a 60,000-ton plant at Columbia Falls, Mont., and a 60,000-ton plant yet to be 
completed at The Dalles in Oregon (table 2). 


TABLE 2,—Aluminum industry power requirements from Bonneville Power 
Administration in the Pacific Northwest—1957 


[Thousand kilowatt-hours] 


Contract Normal Date of execu-| Date of ter- 





Plant and location firm ey tion mination 
ible ! 

Alcoa: | 

ED, vabvcccadekedaces wctaadadoktokels 136 | 59 | Oct. 30,1951 | Oct. 31,1971 

TS OY RE RE ODES a ae aR SS? 120 | 65 | May 22,1951 | May 22, 1971 
Anaconda: Columbia Falls........................ 111 | 16 | June 14,1955 | Feb. 21, 1975 
Reynolds: | 

A de cle ccnmntehbeeuasaeaen 142 | 45 | Oct. 2,1950 | Oct. 2,1970 

a a ok ee ae 60 | 65 }..... Gh. tecu Do. 
Kaiser: | | 

I Gy at Oe ea et D> eeaae 189 178 | Jan. 7,1954 | Sept. 30, 1973 

NR oe oe bicdieksieuseccawsbusleatowed 50 | | ae GE. wcucen Do. 

PO 0OG GOING) ico ce nivdnccancttana ewes 35 | | ee GBicescdae Do. 

NE o.oo ri cadiadenncescsauemembenaws mast 843 | OO Nit acne ates 

Requirements 1958: Harvey—The Dalles___._..---| 41 | 82 | Sept. 13,1955 | Sept. 13, 1975 





! Not included in contracts. Refers only to amounts normally used. 
? In addition, at each plant—Vancouver and Wenatchee—Alcoa purchases 15,000 kilowatts from the city 
of Seattle. The Vancouver plant includes rod, wire, cable, and extrusions. 


Source: Bonneville Power Administration, Power Sales and Related Contracts in Effect July 1, 1956. 
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These contracts supplied electric power to the aluminum companies at rates 
lower than anywhere else in the country. The unavailability of more low-cost 
power in the Pacific Northwest caused aluminum producers to locate new 
capacity in higher cost power areas that had other cost advantages. In view 
of power-cost advantages in the Pacific Northwest, however, aluminum capacity 
and output will not be likely to decline there as long as the rates prevailing 
under the contracts currently in effect continue. If aluminum producers should 
feel it advisable to cut utilization of capacity from time to time because of 
temporary overexpansion, the Northwest probably would not be affected more 
than other areas. The aluminum companies would be prone possibly to cut 
their large consumption of interruptible power which is more costly to use than 
firm power. 


Prospects for expansion in the Pacific Northwest 


If, on the other hand, the demand for aluminum continues to expand, it is 
not likely that the Pacific Northwest will share as much as other areas in ex- 
panding capacity. This is based on rising marginal costs of new electric power 
in the Pacific Northwest and a narrowing of the power-cost advantage for the 
Pacific Northwest as improvements continue in coal-fueled steam plants. In- 
creases in freight rates also tend to lower the Pacific Northwest advantage. The 
increase in western markets has expanded nearby markets for Northwest ingot, 
but the bulk of the output must still be shipped to the industrial centers of the 
Midwest and East so little reduction in freight costs incurred in marketing the 
ingot can be expected for the Pacific Northwest. The prospects for new capacity 
in the Pacific Northwest will depend on the availability of markets and on the 
relationship of the cost of producing and getting the product to customers as com- 
pared to other locations. 

Although there are eight Federal dams in the process of construction in the 
Pacific Northwest which, when completed, will add 6,515,000 kilowatts of ca- 
pacity to an existing Federal capacity of 3,589,000 kilowatts, the share the 
aluminum industry will get from the expansion of generating facilities will de- 
pend on other requirements for electricity in the area, cost of developing new 
hydro sites, and Government policy with respect to specific industries. Only 
crude estimates may be made of future power needs in the Northwest, but it 
is clear that the cost of developing new hydro power will be higher than it 
was in the past. 

With a probable increase in local demand for electric energy combined with 
an increasing cost of supply, it is doubtful whether the aluminum industry can 
count on large new blocks of power at the current low rates as a basis for any 
large expansion of productive capacity in the Northwest. There has been 
considerable speculation about the impact that natural gas will have on North- 
west power rates in the near future, but most indications are that the price 
of this natural gas will be too high for electrical generation. Natural gas will 
most likely be priced competitively with petroleum rather than with hydro- 
electric power, at least initially. This new energy source, then, does not promise 
to affect markedly the immediate supply or cost of electric power in the Pacific 
Northwest. 
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TABLE 3.—Primary aluminum ingot capacity in United States and Canada 


{In short tons] 


| 
Company and plant site », 31, 1957 | Under eon- | Total 1958-59 
struction 


Aluminum Company of America: 
Alcoa, Tenn ede aod : ‘ ; 157, 100 
Badin, N. C a2 47, 150 
Evansville, Ind nae e : vi~ ae 150, 000 150, 000 
Massena, N. Y . 2, 37, 500 149, 750 
Point Comfort, Tex 5 20, 000 140, 000 
Rockdale, Tex Sunes : 50, ee 150, 000 
Vancouver, Wash_..---- | 97, i 97, 500 
Wenatchee, Wash_ -_---- ‘ : | 108, 500 


Total Pe : 92, 207, 500 


1, 000, 000 


Reynolds Metals Co.: 
Arkadelphia, Ark__- 55, 55, 000 
Jones Mills, Ark : 9, | 109, 000 
Listerhill, Ala ; 112, 500 190, 000 
Longview, Wash 7 . | 60, 500 
Massena, N. Y . 100, 000 100, 000 
San Patricio, Tex_--- 95, ‘ 95, 000 
Troutdale, Oreg 91, 91, 500 


Total ; 212, 500 | 701, 000 
Kaiser Aluminum & Chemical Corp.: | 
Chalmette, La 247, 247, 500 
Mead, Wash | 176, 000 
Ravenswood, W. Va 109, 000 145, 000 
Tacoma, Wash _. 2, 500 41, 000 
Total 111, 500 609, 500 
Anaconda Aluminum Co.: Columbia Falls, Mont 60, 000 
Harvey Aluminum Co.: The Dalles, Oreg 54, 000 54, 000 
Ormet, Inc. (Olin-Revere): Omal, Ohio__. 180, 000 180, 000 


Total others 0, 234, 000 294, 000 


United States total ; 765, 500 2, 604, 500 


“Juminum Company of Canada: | 
Arvida, Quebec , 000 367, 000 
Beauharnois, Quebec. - 38, 000 38, 000 
Isle Maligne, Quebec. -. 5, 000 115, 000 
Kitimat, British Columbia--.. 000 90, 000 276, 000 
Shawinigan Falls, Quebec ; 000 70, 000 


Total 776, 000 ! 90, 000 866, OOO 
Canadian British Aluminium, Ltd.: Baie Comeau, Quebec 45, OOO 45, 000 90, 000 


Canada total ‘ 21, 000 135, 000 956, 000 


Total United States and Canada_-.- 000 900, 500 3, 560, 000 


1 Partially constructed; completion date deferred. 


Note.—Data represents actual installed capacity without regard to state of power supply, additional 
capacity in various stages of construction, and, with exception of Alean, projected operable capacity by 
end of 1959 

Source; American Metal Market Co., American Metal Market, vol. LXV, No. 3 (Jan. 4, 1958), p. 8. 


The outlook 


The Pacific Northwest has been losing its relative importance in the aluminum 
industry since 1950 when a movement took place to the Southwest where alu- 
minum firms could draw on natural gas and lignite supplies. In 1955 the Pacific 
Northwest produced 35 percent of national output as compared with 48 percent 
in 1950. This trend is continuing with the recent shift to the Ohio Valley. 
Alcoa and Kaiser are completing construction of two large plants in that region 
where they will utilize coal-fueled steam plants as the source of power. Ormet 
Corp., a company newly organized by Olin Mathieson, has also announced plans 
to build a plant in the area. Upon the completion of these plants by 1958, the 
Ohio Valley will have 475,000 tons of capacity as compared with approximately 
629,000 tons capacity in the Pacific Northwest (table 3). 

A combination of factors, most of which were mentioned earlier, have been 
responsible for the move to the Ohio Valley. Although the power costs in the 
Ohio Valley are considerably higher than those existing in the Pacific Northwest, 
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the cost of acquiring additional electricity in the Northwest sufficient to supply 
the huge current expansion of the United States aluminum industry would 
probably be higher still. In addition, there is much more uncertainty about 
future power rates in the Pacific Northwest because rates to some extent are 
determined by Government policy. 

One projection about the future of the aluminum industry in the Pacific North- 
west can be made with relative certainty. As total aluminum smelting capacity 
continues to expand, the Pacific Northwest will not share proportionately in 
its increase. Although present low power rates compensate for a good part of 
the other cost disadvantages of location in the Pacific Northwest, additions to 
capacity in this area can only be supplied by higher cost power that will make 
them higher cost plants than those located more advantageously with respect 
to assembling raw materials or marketing the finished product. The Pacific 
Northwest will, however, continue to supply an impressive fraction of the 
national aluminum output in the foreseeable future. 


LaABork Force TRENDS IN THE PACIFIC NORTHWEST AND THEIR RELATION TO 
RESOURCE DEVELOPMENT 


A report presented to the Columbia Basin Inter-Agency Committee November 
20, 1956, by Daniel L. Goldy, regional director, Bureau of Employment Security, 
United States Department of Labor, region XI, Seattle, Wash. 


The Pacific Northwest represents one of the richest and most important regions 
of the country in physical resources. The States comprising the region—Idaho, 
Oregon, Washington and the portion of Montana west of the Continental Di- 
vide—contain 9 percent of the Nation’s land but only 3 percent of the population. 
The economy of the region is primarily resource based, with agriculture, fishing, 
food processing, mining, logging, and the manufacture of wood products, pulp 
and paper accounting for the majority of jobs in the region’s basic industries. 

When an economy is comprised disproportionately of resource-based industries 
its employment patterns strongly reflect seasonal factors and market prices 
of raw materials. This is the case in the Pacific Northwest. Moreover the 
timber and mineral resources of the Pacific Northwest are depletable. This 
poses an additional problem for the region, since new job opportunities must be 
created to replace declining employment in industries based on dwindling supplies 
of raw materials, in addition to taking up the slack caused by seasonal varia- 
tions or sharp fluctations based on market conditions of raw materials. 

A look at economic trends in the region indicates that the creation of new job 
opportunities in the region has lagged in the past 5 years. Significantly, this 
slowdown in the development of new jobs has occurred at the same time that the 
economy of the Nation as a whole has expanded dramatically. Labor force pat- 
terns—one of the most sensitive barometers of economic growth—reflect these 
trends in the region and on the national scene. Morever, these labor force trends 
indicate that unless there is an accelerated development of the resources of the 

2acific Northwest, the region’s labor force and population will continue to grow 
at subnormal rates. 

The following paragraphs explain the nature of the labor force concept and 
why it is considered a significant index of economic growth; set forth the popula- 
tion, labor force and employment trends in the Pacific Northwest; and project 
future regional labor force trends and their relationship to resource develop- 
ment. 

DEFINITION AND CHARACTERISTICS OF THE LABOR FORCE 


As defined, the labor force is comprised of persons 14 years of age and over 
who are at work, who are seeking work, or who have a job but are not currently 
at work for such reasons as vacations or industrial disputes. Labor force statis- 
tics for States or local labor market areas are compiled by the State employ- 
ment security agencies affiliated with the Bureau of Employment Security of the 
United States Department of Labor. These labor force estimates represent the 
addition of the monthly employment estimates produced by the agencies plus 
the monthly estimates of unemployment. The monthly employment estimates 
are based in large part upon reports secured from a large sample of employers, 
but also include estimates of the number of self-employed and domestic workers. 
The monthly unemployment estimates are based primarily on the unemployment 
trends among workers covered by State unemployment insurance programs as 
revealed by claims loads, but also include estimates of other groups of job seek- 
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ers such as the new entrants into the labor force and workers not covered by 
unemployment insurance programs, 

These labor force statistics reflect trends in the civilian labor force, and do not 
contain-estimates of the number of persons in the Armed Forces. National 
statistics, compiled by the United States Bureau of the Census from a nation- 
wide sample of households, distinguish between total labor force (which includes 
the Armed Forces) and the civilian labor force. 

Although several factors may affect the size and the growth of the labor force, 
by far the most influential is the availability of job opportunities or the economic 
climate prevailing in the Nation, region, State or locality. The other factors 
which may Cause variations in the size or growth rate of the labor force are 
the size and age composition of the population. 

As an example of the strong influence of economic conditions on the size of 
the labor force and its relationship to the Nation’s population, in 1930—with a 
scarcity of job opportunities and unemployment representing 8.7 percent of the 
civilian labor force—many potential workers were squeezed out of the labor 
market and the labor force represented only 41.2 percent of the Nation’s popu- 
lation. At the peak of the World War II mobilization effort—when older 
workers, youth, and women were urgently needed to fill wartime jobs—unem- 
ployment dropped to 1.2 percent and the labor force increased to 49.7 percent 
of the population. Following the war, as the availability of jobs at good wages 
became more limited, unemployment rates rose, workers left the labor force, 
and the proportion of the population in the labor force declined to 42.8 percent. 
In 1951, during the partial mobilization for the Korean crisis, job opportunities 
increased, the proportion of the Nation’s population in the labor force climbed to 
43.0 percent and unemployment declined to 3 percent. In 1955, with unemploy- 
ment up to 4 percent, only 41.6 percent of the population was in the labor force. 

The other basic factor mentioned above as bearing on the relationship of the 
labor force to the total population is the distribution of the population by age 
groups. In recent years as high birth rates have accelerated population gains, 
the proportion of the total population in the labor force has, of course, declined. 
In effect, there has been a significant increase in the percentage of the popula- 
tion that consists of children too young to be in the labor force. 

During the period 1940 to 1945, the Nation’s birthrate averaged 21.0 per thou- 
sand population per year. With the return of servicemen at the conclusion of 
World War II the birthrate increased to 26.6 per thousand by 1947 and then 
gradually decline to a postwar low of 24.1 in 1950—still significantly higher than 
prewar rates. The annual average birthrate since 1950 has been 24.9. To some 
extent this trend toward diminishing the proportion of the total population cur- 
rently available for participation in the labor force has been offset by an increas- 
ing proportion of women who have been induced to enter the labor force by the 
ready availability of jobs at good wages. 

With the increase in birthrates starting in 1938 and 1939, a bulge will develop 
in the number of young workers who will enter the Nation’s labor force between 
1960 and 1970. In the past 25 years an average of 600,000 to 800,000 new workers 
entered the labor force annually. Between 1960 and 1970 the rate of new entrants 
into the labor force is expected to increase to more than 1.2 million a year. This 
phenomenon will have an expansive effect on the rate of family formation and, as 
a result, the demand for new housing, appliances, home furnishings, motor vehicles 
and schools will be increased sharply, as will the demand for recreational facili- 
ties, raw materials and water supplies. This development will have a particu- 
larly strong bearing upon the future economy of the Pacific Northwest as ad- 
ditional pressures develop for greater quantities of raw materials to meet these 
demands. 

Despite sharp month-to-month variations, the labor force nationally exhibits a 
relatively stable annual growth rate. The labor force in the United States in- 
creased approximately 1.2 percent per year from 1930 to 1950. In recent years 
the rate of labor force growth has tended to increase. In 1955, the labor force 
expanded by 2.1 percent and thus far in 1956 the increase has been at an annual 
rate of 3.2 percent. 

One other characteristic of the labor force—its mobility—is important to the 
evaluation of recent economic trends in the Pacific Northwest. As was amply 
demonstrated during World War II, there is a recognized willingness of workers 
to move to new communities or to change industries or switch occupations to 
better their economic status. The importance of the mobility factor to a region, 
State, or area lies in the fact that if jobs at good wages are not readily available 
the labor force will shrink in a process which involves: (1) the forced retirement 
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of workers from the labor force; (2) if this condition continues for a prolonged 
period, the shrinkage of population as workers move to more prosperous areas: 
and (3) additional declines in the size of the labor force as the population losses 
affect supporting industries—such as trades and services—and result in more 
unemployment. Examples of areas in which the above-described process has 
occurred are: the coal-producing areas in West Virginia, Pennsylvania, south- 
eastern Ohio, and southern Illinois; the cutover lumber areas in Michigan and 
Wisconsin; the copper mining areas in the Northern Peninsula of Michigan; and 
here in the Pacific Northwest, in recent years, the ‘Tacoma, Wash., area. 


POPULATION AND LABOR FORCE IN THE PACIFIC NORTHWEST 


With the analysis of the general characteristics and behavior of the national 
labor force in the foregoing paragraphs as a backdrop, the past and probable 
future trends of population and labor force in the Pacific Northwest can be 
brought into sharper focus. 

The Pacific Northwest represents one of the great economically undeveloped 
areas of the country, with an enormous potential yet to be realized for the crea- 
tion of new job and business opportunities. It contains 40 percent of the 
Nation’s saw timber stands, and currently supplies over 25 percent of the Na- 
tion’s lumber and most of the plywood. This region has 40 percent of the 
Nation’s total hydroelectric power potential, only a fraction of which has been 
developed to date. It produces 35 percent of the Nation’s primary aluminum; 
and mines 20 percent of the lead, 18 percent of the zinc and 10 percent of the 
copper produced in the country. 

The Pacific Northwest now contains about 26 percent of the Nations’ irrigated 
acres, with a potential 150 percent larger than that heretofore developed. It 
already grows 17 percent of the wheat, 30 percent of the apples, 20 percent of 
the sugar beets, 20 percent of the potatoes and 40 percent of the pears produced 
in the United States. In addition, the region is an important producer of pulp 
and paper, commercial fish and fish products, and nonmetallic minerals such as 
phosphate and phosphate fertilizers. 

With respect to population growth in the three Pacific Northwest States 
(Idaho, Oregon and Washington) between 1930 and the present, the rate of 
growth in the region first exceeded substantially the national rate of population 
increase, but more recently has started to lag behind the national experience. 
Between 1930 and 1940 the population of the Pacific Northwest increased 12.7 
percent, as compared with 7.2 percent for the Nation. During the succeeding 
decade, 1940-50, the region’s population increased 34.4 percent, while the Na- 
tion’s population increased 14.6 percent. Since 1950, the region’s population 
has expanded by 9.1 percent, compared with the Nation’s 9.2 percent. 

The reduced rate of population increase in the Pacific Northwest since World 
War IT stands in contrast with experience in the West as a whole (the 11 States 
west of the Rockies). Between 1946 and 1950, the population in the West ex- 
panded at an annual rate of 2.9 percent compared with 2.2 percent for the 
Pacific Northwest States. Between 1950 and 1955 the rate of population growth 
in the 11 Western States increased to 3.7 percent per year—more than twice 
the Pacific Northwest’s population growth rate of 1.8 percent during the com- 
parable period. In large part this extraordinary growth in the Western States 
outside the Pacific Northwest is attributable to favorable economic conditions, 
which have attracted workers, principally in California and the Southwestern 
States. 

With respect to the trends in the Pacific Northwest’s civilian labor force since 
1930, the growth pattern resembles that of the region’s population. Between 
1930 and 1940, the region’s labor force expanded to an annual rate of 1.0 percent 
as compared with a 1.2 percent annual rate for the Nation’s labor force. Dur- 
ing the decade 1940 to 1950, the region’s annual rate was stepped up to 3.5 per- 
cent, while the national rate of increase averaged 1.5 percent per vear. Since 
1950 the region’s labor force growth rate has been 1.1 percent a year, while the 
average annual rate for the Nation has been 1.3 percent. 

The accompanying chart, entitled “Civilian Labor Force Growth,” which 
traces the growth pattern of the region’s and Nation’s civilian labor force, indi- 
cates that the national labor force is growing at a rate higher than that of the 
Pacific Northwest—and in the past several years at a rate significantly higher. 
The temporary decline in the Nation’s civilian labor force in 1951 resulted from 
the withdrawal of nearly 2 million persons to man the Armed Forces for the 
Korean war. In 1953 the national civilian labor force expanded by 1.4 percent : 
in the recession year of 1954 by only 1 percent; and in the recovery year of 1955 
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by a phenomenal 2.1 percent. Comparable figures for the region are 0.9 percent 
in 1958 and 1954, and 1.1 percent in 1955. 

Although comparisons of labor force statistics relating to less than annual 
averages must be used with caution, particularly in the Pacific Northwest where 
the labor force may decline sharply in the last 3 months of this year due to the 
slump in the lumber industry—we have compiled labor force figures for 1956 to 
date. During the period January to September 1956 the region’s labor force grew 
at an annual rate of 1.4 percent. On a comparable basis the national labor force 
expanded at an average rate of 3.2 percent—more than twice the Pacific North- 
west’s rate. 

While the average age of the region’s population is younger than the Nation’s 
population, and there is a higher rate of school attendance among teen-agers 
in the Pacific Northwest, comparisons of employment trends in the region and 
in the Nation as a whole tend to support the contention that the difference in 
rates of labor force growth are primarily due to economic factors. In essence 
the differences arise because of a dearth of job opportunities in the Pacifie North- 
west. 

COMPARISON OF 1955 EMPLOYMENT AGAINST 1950 LEVELS 





Comparison of 1955 employment against 1950 levels points up several import- 
ant aspects of the region’s employment picture during the period. In the eco- 
nomic development of an area, analysis of the distribution of employment gains 
is a matter of considerable importance. While the development of 1 new job 
in a basic industry—such as logging or aluminum refining—has the effect of 
creating at least 3 new jobs in further fabrication of the products of the 
basic industries and in the trades, services, and transportation industries, the 
development of new jobs in the supporting industries does not have the same 
chain reaction. 

Of the 118,000 increase in Pacific Northwest employment between 1950 and 
1955, nearly 70 percent was concentrated in trades, services and government 
establishments as compared with 30 percent in manufacturing employment. 
This indicates that a catching up process has been going on in the trades and 
services categories based on the earlier expansion in industrial growth. Em- 
ployment in trades increased 25,200 between 1950 and 1955; governmental estab- 
lishments added 29,600 workers: service firms added 16,500; and finance-real 
estate-insurance firms increased the number of workers on their payrolls by 
10,200 during the period. 

Although manufacturing employment between 1950 and 1955 increased by 
37,600, nearly 55 percent of this expansion was centered in one industry—the 
aireraft manufacturing industry, which increased its employment by 19,600. 
The great bulk of this increase occurred in one company—Boeing Airplane. Be- 
tween 1950 and 1955 the metals industry, one of the region’s most important 
basic manufacturing industries, added nearly 6,000 workers to its payrolls, while 
the paper industry increased employment by 4,200. 

In contrast with these gains, some of the industries which have long formed 
the region’s basic economy declined in employment. The lumber industry ex- 
perienced a reduction in employment of 3,600 between 1950 and 1955. The food 
processing industry cut employment, between 1950 and 1955, by approximately 
1,000 workers, and mining employment dropped by 1,800 during the period. In 
large part these employment declines reflect improvements in technology and in- 
creased mechanization. 

The most notable decline in employment between 1950 and 1955 took place in 
the region’s agricultural industry, which lost 12,800 workers during the period. 
As in the lumber and food processing industries, part of this decline is at- 
tributable to the increased mechanization of activities on the farm. 

Chart 3 reflects these employment changes in industry between 1950 and 1955. 

In summary, the above figures indicate that the current high levels of employ- 
ment in the region are based primarily on expansion of the supporting in- 
dustries—construction, trades, services, transportation and government—which 
is occurring as part of a process of catching up with previous industrial and 
population gains. Unless there is a comparable expansion in industrial payrolls, 
the level of activity in the construction industry and rate of growth in trades 
and services cannot be maintained. 
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FUTURE LABOR FORCE TRENDS 


The recent growth trend of the region’s labor force, if continued into the fu- 
ture, would ultimately be reflected in downward modifications of projected power 
and fuel needs, commercial and residential construction, and other business ex- 
pansion plans. 

With respect to the future development of the region, there are several series 
of estimates representing possible minimum and maximum rates of population 
growth released by the United States Department of Commerce, the Stanford 
Research Institute and the Bonneville Power Administration. For the most part 
these projections are based on past population growth patterns and as such re- 
flect the stimulating economic effect of the World War II period, the construc- 
tion between 1930-50 of new hydroelectric projects and the subsequent avail- 
ability of additional supplies of low-cost electric energy, the expanded demands 
for consumer goods during the postwar period, and the Korean mobilization 
effort. 

While each of the three series of estimates contain a range of population in- 
crease, the lowest estimate projects an increase of 775,000 in the region’s popu- 
lation during the period 1955-65, which would raise the total to 5,682,000. The 
highest estimate forecasts an increase of 1,231,000 which would raise the region’s 
population to 6,138,000 by 1965. 

If the population of the Pacific Northwest grows at either the minimum or 
maximum rates projected in these estimates, and if the labor force participa- 
tion rate of the region’s population remains relatively stable (roughly 40 per- 
cent of the region’s population is in the labor force), between 315,000 and 500,000 
new job opportunities would have to be created in the Pacific Northwest to 
absorb the new entrants into the region’s civilian labor force. If these new 
jobs are not created then the population projections will fall short of the esti- 
mates. 

The creation of such a volume of new jobs will require both intensive and ex- 
tensive utilization of the region’s resources. There are two principal reasons 
why the region must depend primarily on the development of its resources po- 
tential to create these new jobs—the present lack of population centers suf- 
ficiently large to serve as attractive markets, and a freight rate schedule which is 
disadvantageous for manufactured products. 

Although the Pacific Northwest has growing population centers in the cities of 
Seattle, Tacoma, Vancouver, Portland, and Spokane, these population centers 
have not developed to the point where they constitute big enough markets to 
induce the location of new business seeking large-scale outlets. This situation 
in the Northwest contrasts sharply with the economic pattern which has de- 
veloped in California. There the large population centers of the San Francisco 
Bay area and the Los Angeles area have led to the establishment of countless 
new plants and industries producing materials to be consumed in those markets. 

In addition to a lack of Pacific Northwest markets, it is difficult to develop 
new industries in the region designed to serve the Nation’s Middle West and 
eastern markets, in view of differential rail freight rates which exact a much 
higher charge for shipping fabricated materials East than for shipping raw ma- 
terials. When large local markets exist, such as in California, these freight 
rate differentials have served as a kind of local protective tariff, encouraging 
the expansion of new local industries and employment. But in the Pacific North- 
west they serve to discourage the location of new manufacturing plants. 

The region does, of course, have a substantial resources potential which can 
be developed. Among those potentials are the vast acres of irrigable lands, the 
further development of the region’s reserves of phosphates and nickel, the possi- 
bilities resulting from the introduction of natural gas and crude oil into the re- 
gion, the secondary manufacture and fabrication of aluminum products, the 
greater utilization of wood wastes, the possible development of economic moder- 
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ate-sized pulp mills, the outstanding recreational values of the region’s lakes, 
forests, rivers and streams, and, of course, the further development of the re- 
gion’s water resources for irrigation, transportation and hydroelectric power. 

If these potentials are fully developed, new jobs will be created. The region’s 
population growth might then keep pace or even exceed the estimates indicated 
above. If these potentials are not fully or rapidly developed, the region’s 
recent labor force growth trends may then prevail, and the population increases 
will fall short of the projections, 

We have estimated above that 315,000 to 500,000 new jobs would have to be 
created during the period 1955-65 if the population projections are to be realized. 
In terms of labor force expansion, this would require an average annual growth 
rate of 1.6 percent to 2.6 percent. These are substantially higher growth rates 
than the 0.9 percent experienced in 1953 and 1954, the 1.1 percent of 1955, or the 
1.1 percent annual average of the last 5 years (1950-55). Assuming that the 
1.1 percent annual increase in the labor force of the last 5 years persisted during 
the 1955-65 period—rather than the 1.6 percent or 2.6 percent rates—the popula- 
tion of the region would conceivably total around 5,350,000 in 1965, which is 
approximately 333,000 to 780,000 below the “minimum” and “maximum” popu- 
lation projections made by the three organizations mentioned above. 


CONCLUSIONS 


The following conclusions may be drawn from the facts presented herein: 

1. The labor force in the Pacific Northwest has been growing at a subnormal 
rate and if present trends continue, even the minimum population projections 
for the period 1955-65 will not be borne out. 

2. In an area or region where the labor force and population are stagnant or 
are increasing at a subnormal rate, eventually the economy of that area or region 
will also exhibit the same tendencies. In an economy that is stagnant or is ex- 
panding at a subnormal rate, certain types of industries are particularly affected 
such as construction, transportation, trades and services. 

3. If the population projections which have been made by the various groups 
and agencies are to be realized, 315,000 to 500,000 additional jobs must be created 
in the Pacific Northwest by 1965. This would represent a rate of employment 
(manufacturing) increase substantially in excess of that which has been realized 
during the past 5 years. 

4. The Pacific Northwest has an enormous underdeveloped and untapped re- 
sources potential which, if fully and rapidly developed, could undoubtedly pro- 
vide the economic base for the creation of the additional job and business op- 
portunities needed. Because of the peculiarities of the Pacific Northwest’s 
economy, this region must for some time look primarily to resource based in- 
dustries for its expansion opportunities. 

5. As a consequence of the increased birthrates of the past 17 years, it is antic- 
ipated that the labor force of the Nation will, in the future, grow at faster rates 
than those which have been experienced on the average during the past 20 to 30 
years. This, in turn, should result in an increased rate of family formation. The 
results of this development will be additional pressures on the resources of the 
country to meet the accelerated demands for additional housing, schools, high- 
ways, recreational facilities, water supplies, and raw materials. To absorb 
this additional labor force in gainful employment will require expansion of in- 
dustrial facilities, which will require greater quantities of raw materials. 

6. Thus, there will be need for greater exploitation of the resources potential 
of the Pacific Northwest, not only to provide jobs for the population of the region, 
but to provide the raw materials which will be in demand for the economy of the 
entire Nation. 
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CHART NO. 3 
EMPLOYMENT in the PACIFIC NORTHWEST 


Comparing 1955 Averages with 1954 and 1950 





Percent Changes 
-10 ~ +10 +20 


Average 1955 
Industry Employment 








(thousands) WI NUS Y PLUS 
Total 1835.4 
\\Ve z : 
% Change 1950 to 1955 
fg i 
Form 255.0 — & Change 1954 to 1955 
Non-Farm * 1602.4 
AY 
Manufacturing 368.5 I 
Food 48.8 
Lumber 146.3 
Paper 23.8 
Metals 30.1 
Aircraft 39.6 
Mining 8.0 
Construction 78.8 
Transp,-Comm- ' 
Utilities 125.3 
Trade 316.4 


Finance, real 
estate,Ins. 54.7 


Service 154.8 


Government 246.1 











BONNEVILLE PROJECT ACT AMENDMENTS OF 1958 615 


OUTLOOK FoR LABOR FoRCE AND EMPLOYMENT IN THE PACIFIC NORTHWEST 


A report prepared for the Corps of Engineers, United States Army, January 21, 


1958, by the Bureau of Employment Security, United States Department of 
Labor, region XI, Seattle, Wash. 


Elsewhere in this report it has been indicated that, with the exception of 1957, 
when a concentrated buildup in aircraft manufacturing in Seattle spelled the 
difference between expansion and decline, the growth of the region’s labor force 
has lagged behind the national growth rate. If this growth trend of the region’s 
labor force is continued into the future, it would ultimately be reflected in down- 
ward modifications of the projected size of the population, of power and fuel 
pee commercial and residential construction, and other business-expansion 
plans. 

With respect to the future development of the Pacific Northwest region, several 
authorities have prepared projections of the potential expansion of population. 
These authorities—the United States Department of Commerce, the Stanford 
Research Institute, and the Bonneville Power Administration—have based their 
projections upon past population growth patterns and, as such, the projections 
reflect the stimulating economic effect of the World War II period, the con- 
struction between 1930 and 1950 of new hydroelectric projects, and the sub- 
sequent availability of additional supplies of low-cost electric energy, the intro- 
duction into the Pacific Northwest of electroprocess industries, such as alumi- 
num, to utilize the available supplies of hydro energy, the expanded demand for 
kouses and consumer goods during the postwar period, and the Korean mobiliza- 
tion effort. 

The importance of these population projections lies in their use by the busi- 
ness community and by Government as a basis for determining the future 
economic needs of the region, and what would be required to meet these needs 
in terms of rates of investment, development of resources, new construction, ex- 
pansion of installed capacity, and expansion of the labor force. 

The population increases forecast by each of the three authorities consisted of 
a low and a high estimate. The lowest such estimate projects an increase of 
1,720,000 persons in the region’s population during the period 1955-75, which 
would raise the total to 6,624,000. The highest estimate forecasts an increase of 
2,487,000, which would raise the region’s population to 7,391,000. If the popula- 
tion of the Pacific Northwest grows at either the minimum or maximum rates 
projected in these estimates, and if the labor-force participation rate of the re- 
gion’s population remains relatively stable (roughly 40 percent of the region’s 
population is in the labor force), between 690,000 and 995,000 new job opportuni- 
ties would have to be created in the region to absorb the new entrants into the 
civilian labor force. 

The projections of job opportunities based on the 40 percent participation rate 
may represent an understatement of the expansion of jobs which will be required 
in the Pacific Northwest to realize the forecast population projections. The 
United States Department of Commerce, in forecasting a national population in- 
crease of 50 million between 1955 and 1975 (from 164,300,000 to 214,500,000), has 
also estimated that a national labor-force participation rate of 43 percent would 
be required to meet the demand for products generated by the increased popula- 
tion. If the Pacific Northwest labor-force participation rate is also increased to 
43 percent—in line with the national pattern—the number of new jobs in the 
Pacific Northwest which would have to be created by 1975 to support the popula- 
tion projections would be in the range of 740,000 to 1,070,000. : 

Stated in terms of average annual labor-force growth rates, the regional in- 
creases which would be required to achieve the projected population increases 
would be 1.8 percent per year for the minimum estimate and 2.6 percent for the 
maximum estimate (based on the present ratio of 40 percent of the population in 
the labor force). If the national projected ratio of labor force to population of 
43 percent is assumed, it would require an average annual growth rate of the 
Pacific Northwest’s labor force for the period 1955-75 of 1.9 and 2.8 percent to 
achieve the minimum and maximum population estimates. 

Inasmuch as the average annual labor-force growth rate in the past 7 years 
has been about 1.3 percent, the achievement of rates of 1.8 to 2.8 pereent would 
eall for a greatly accelerated expansion of the economy. If, in the process of 
economic expansion, the 690,000 to 1,070,000 new job opportunities are not 
created, the population projections will fall short of the estimates. 
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What are the possibilities of creating this number of new job opportunities on 
which the labor force and population increases depend? For some time to come, 
the expansion of the region’s economy to meet the population projections—pro- 
jections to which the business community has geared its expectations and in- 
vestments—must depend primarily on an accelerated development of the region’s 
natural-resource potential. This is so because the region does not now have— 
and is not expected to have in the immediate future—population centers which 
constitute sufficiently large markets to induce the location of new businesses and 
branch plants established to satisfy the needs of the local market. Moreover, 
rail freight rates are too high to permit, normally, goods to be produced for such 
markets in the Pacific Northwest. 

Among the economic potentials of the region are the vast acres of irrigable 
lands, the reserves of phosphates, nickel, and titanium, the industrial-develop- 
ment possibilities resulting from the introduction of natural gas and crude oil 
into the region, the possibilities for further secondary manufacture and fabrica- 
tion of aluminum products, the growing utilization of wood wastes, the develop- 
ment of economic, moderate-sized pulp mills for which there are many potential 
sites, the outstanding recreational values of the basin’s lakes, forests, rivers, and 
streams, and, of course, the further development of the region’s water resources 
for irrigation, transportation, and hydroelectric power. 

Greater exploitation of the resources potential of the Pacific Northwest would 
fill two important needs—one regional, the other national. Regionally, the more 
intensive development of the basin’s resources would provide jobs to enable the 
region’s population to keep pace with, or even exceed, the estimates indicated 
above. From a national viewpoint, accelerated development of the region’s re- 
sources is necessary to meet the Nation’s rising demands for housing, schools, 
highways, recreational facilities, and water supplies. The population boom 
of the 1960’s and 1970’s will require substantial additions to the Nation’s in- 
stalled industrial capacity, if the country’s standard of living is to be improved 
or maintained, and this will generate a further appetite of enormous propor- 
tions for raw materials. One of the fundamental problems for the future is to 
develop an adequate supply of raw materials for an expanded national economy. 
In solving that problem, the Pacific Northwest has a role to play of major im- 
portance. 





THE LIBRARY OF CONGRESS, 
LEGISLATIVE REFERENCE SERVICE, 
Washington, D.C. 


MEMORANDUM: COLUMBIA VALLEY AUTHORITY BILLS WITH SUMMARY EXPLANA- 
TORY MATERIAL 


(Hearings indicated) 
78TH CONGRESS 


H.R. 802. Mr. Rankin; January 7, 1943 (Rivers and Harbors) 


Conservation Authorities Act of 1948: created nine regional corporate au- 
thorities (similar to TVA, which is included) to develop projects for the follow- 
ing purposes: (1) promotion of navigation; (2) prevention of floods; (3) re- 
clamation of lands; (4) protection of commerce; (5) strengthening of national 
defense; (6) conserving resources; (7) stabilizing employment; and (8) promo- 
tion of the general welfare. Includes the Columbia Valley Authority. 


79TH CONGRESS 


8. 460. Mr. Mitchell; February 5, 1945 (Commercial). Columbia Valley Author- 
ity Act 

Creates a Columbia Valley Authority, a Columbia Valley Advisory Council 
and a National River Basin Development Board. The Board shall review the 
recommendations of the Authority and coordinate them with national programs 
and with the plans, etc., of other authorities and establishments of the Govern- 
ment and report annually to Congress. 

Not later than 2 years after this enactment, the Authority shall recommend to 
the President and the Congress a complete plan for the integrated control and 
utilization of the waters of the Columbia Valley region. Plans and the Advisory 
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Council’s report thereon shall be sent to the President and Congress and if not 
affirmatively disapproved by joint resolution within 4 legislative months 
they shall be deemed effective as of that date. 

The exclusive use, possession, and control of the Bonneville project, the Colum- 
bia Basin project, the Hungry Horse project, and the Bonneville transmission 
system, together with all real estate, powerhouses, and other appurtenances 
thereto, shall be entrusted to the Authority, which may, however, operate each 
project through the agency from which it is transferred. The Corporation may 
nar. other Federal water control projects in the region involved transferred to 
itself. 

The authority shall construct, operate, etc., various types of projects, includ- 
ing dams, reservoirs, and transmission lines, through or in cooperation with 
States and local political subdivisions or cooperative, educational, scientific, 
charitable or nonprofit agencies; it may sell and dispose of surplus electric 
energy and surplus water, preference and priority to be given, after needs of 
Federal agencies have been met, to States and political subdivisions, and to coop- 
eratives, etc., and it may contract for sale or disposition thereof (at wholesale in 
the case of electric energy) for resale or direct consumption. 

Veterans shall have a 90-day preference in the purchase of lands on Corpora- 
tion projects, for 20 years after the act becomes effective. 

The Authority may make such surveys, plans, etc., for the Columbia Valley 
region and that portion of the Columbia River Basin outside the United States. 
The results shall be considered by the Advisory Council and submitted to the 
National River Basin Development Board. Agreements may be made with 
Canada or with any political subdivision thereof. 

The Authority shall employ necessary personnel, fix their compensation, and 
require bonds. Collective bargaining is provided for. Employees shall be pro- 
tected to substantially the same extent as employees under the civil service laws. 
Employment and promotion shall be on the basis of merit and efficiency. Per- 
manent employees shall come under the civil service retirement act, except when 
a contract with employee representatives provides for benefits under the Social 
Security Act. If a contract provides for unemployment compensation benefits, 
the Corporation may make payments to State unemployment compensation funds. 
Prevailing rates of wages must be paid. 

Net proceeds shall be paid into the United States Treasury annually. The 
Comptroller General shall make an annual audit and shall make report thereon 
to the President, the chairman of the Board, and to Congress, and he shall make 
a special report to the President and to Congress of any transaction which con- 
flicts with the statutory functions of the Corporation. 

The Authority may issue bonds, to mature in not more than 50 years, and use 
the proceeds to acquire electrical utilities facilities. 

Consent is given to interstate compacts to further the purposes of the act, but 
no such compact shall become binding until it has been submitted to the Corpora- 
tion and ratified by Congress. 


8.1716. Mr. Mitchell; December 20, 1945 


Columbia Valley Authority Act: Creates a Columbia Valley Authority to be 
headed by a board of directors appointed by the President with the consent of 
the Senate each director shall maintain his residence in the Columbia Valley 
region. 

cs later than 2 years after this enactment, the Authority shall recommend to 
the President and the Congress a complete plan for the integrated control and 
utilization of the waters of the Columbia Valley region. Plans shall be sent to 
the President and Congress and if not affirmatively disapproved by joint resolu- 
tion within 120 calendar days they shall be deemed effective as of that date. 

The exclusive use, possession, and control of the Bonneville project, the Colum- 
bia Basin project, the Hungry Horse project, the Umatilla project, and the 
Bonneville transmission system, together with all real estate, powerhouses, and 
other appurtenances thereto, shall be entrusted to the Authority, which may, 
however, operate each project through the agency from which it is transferred. 
The Corporation may have other Federal water-control projects in the region in- 
volved transferred to itself. 

The Authority shall construct, operate, etc., various types of projects, includ- 
ing dams, reservoirs, and transmission lines, through or in cooperation with 
States and local political subdivisions or cooperative, educational, scientific, 
charitable or nonprofit agencies; it may sell and dispose of surplus electric 
energy and surplus water, preference and priority to be given, after needs of 
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Federal agencies have been met, to States and political subdivisions, and to co- 
operatives, etc., and it may contract for the sale or disposition thereof (at whole- 
sale in the case of electric energy) for resale or direct consumption. 

Veterans shall have a 90-day preference in the purchase of lands on Corpora- 
tion projects, for 20 years after the act becomes effective. 

The Authority shall employ necessary personnel, fix their compensation, and 
require bonds. Collective bargaining is provided for. Employees shall be pro- 
tected to substantially the same extent as employees under the civil-service 
laws. Employment and promotion shall be on the basis of merit and efficiency. 
Permanent employees shall come under the Civil Service Retirement Act. Ifa 
contract provides for unemployment compensation benefits, the Corporation 
may make payments to State unemployment compensation funds. Prevailing 
rates of wages must be paid. The Social Security Act and the Internal Revenue 
Code are amended so as to include certain employees of the Authority for social- 
security purposes. 

Net proceeds shall be paid into the United States Treasury annually. The 
Comptroller General shall make an annual audit and shall make report in quad- 
ruplicate, 1 for the President, 1 for public inspection, 1 for the Chairman 
of the Board, and 1 for Congress, and he shall make a special report to the 
President and to Congress of any transaction which conflicts with the statutory 
functions of the Corporation. 

The Authority may issue bonds, to mature in not more than 50 years, and use 
the proceeds to acquire electrical utilities facilities. 

Consent is given to interstate compacts to further the purposes of the act, 
but no such compact shall become binding until it has been submitted to the 
Corporation and ratified by Congress. 


H. R. 1824. Mr. Rankin; January 29, 1945 (Rivers and Harbors) 


Conservation Authorities Act of 1945: Creates eight conservation authorities, 
in addition to the Tennessee Valley Authority (Atlantic Seaboard, Great Lakes- 
Ohio Valley, Missouri Valley, Arkansas Valley, Southwestern, Columbia Valley, 
California, and Colorado Valley) to develop projects for: Promotion of naviga- 
tion, prevention of floods, reclamation of lands, generation, sale, etc., electric 
energy, protection of commerce, strengthening of national defense, conservation 
of resources, stabilization of employment, and promotion of the general welfare. 

For purpose of coordinating regional activities, etc., the authorities are sub- 
ject to the supervision of the President, to whom plans for projects must be 
submitted and who shall refer approved plans to Congress. 

Cooperation between the authorities and State and public agencies is provided 
for, and consent is given to necessary interstate compacts. 

Locks and lifts constructed in connection with dams shall be operated and 
maintained under the direction of the Secretary of War and the supervision of 
the Chief of Army Engineers. 

Contracts for distribution of electric energy and water shall not exceed a 
20-year term and shall provide for rate adjustments and for cancellation upon 
2 years’ written notice. ’ 

Prevailing wage rate must be paid. 


H. R. 2923. Mr. Horan; April 17, 1945 (Rivers and Harbors) 


Columbia Valley Cooperative Authority Act: Creates a Columbia Valley Co- 
operative Authority headed by a board of directors of 5 members, at a salary 
of $15,000 a year each, and a Columbia Valley Advisory Council, consisting of 
the Governors of Idaho, Oregon, Montana, and Washington, the members of sug- 
gested State commissions, and the director of conservation and development of 
the State of Wyoming. 

The authority shall formulate and present to the President and Congress pro- 
posals for the utilization and control of the waters in the Columbia Valley, first 
submitting them to the Advisory Council for review. They shall lie before 
Congress for not more than 4 legislative months, and if not affirmatively dis- 
ae by joint resolution within that period, shall be deemed effective as of 

at date. 

The Authority shall have the exclusive use, possession, and control of the 
Bonneville project. 

The Authority may construct and operate necessary projects, except that it 
may not acquire the electric or water system of any county, municipality, etc., 
through the exercise of eminent domain, if the political subdivision opposes such 
acquisition, nor may it dispose of any real property on which is located a perma- 
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nent dam, powerplant, or munitions plant which has a value in excess of $1 
million. Payments in lieu of taxes shall be made on property acquired and 
operated by the Authority. 

Uniform rate schedules shall be provided for the equitable distribution of 
electric energy. Assistance, advice, and credit shall be given to purchasers or 
potential purchasers in order to facilitate the disposal of surplus water and 
power. 

The Authority shall hire and fix the compensation of employees and require 
bonds. Collective bargaining is provided for. Employees shall be protected to 
substantially the same extent as employees under the civil-service laws (includ- 
ing tenure). Employment and promotion shall be on the basis of merit and 
efficiency, and no political qualifications shall be considered, although an ex- 
pression of belief in the possibility and wisdom of the act may be required. 
Permanent employees shall come under the Civil Service Retirement Act except 
when a contract with employee representatives provides for the benefits under 
the Social Security Act. If a contract provides for unemployment compensa- 
tion benefits, the Corporation may make payments to State unemployment com- 
pensation funds. Prevailing rates of wages must be paid. 

Net proceeds shall be paid into the United States Treasury annually. The 
Comptroller General shall make an annual audit and shall make report thereon 
in quadruplicate: 1 copy for the President of the United States, 1 for the chair- 
man of the Board, 1 for public inspection at the principal office of the Authority, 
and 1 to be retained by him for the uses of Congress, and he shall make 
special report to the president and to the Congress of any transaction which con- 
flicts with the statutory functions of the Authority. 

The Authority may issue revenue bonds, to mature in not more than 50 
years, fix the interest rate thereon, and use the proceeds to carry out the pur- 
poses of this act. 

Consent is given to interstate compacts to further the purposes of the act, but 


no such compact shall become binding until it has been submitted to the Author- 
ity and ratified by Congress. 


H.R. 5083. Mr. Jackson; December 20, 1945 (Rivers and Harbors) 


Columbia Valley Authority Act: Creates a Columbia Valley Authority to be 
headed by a board of directors appointed by the President with the consent of 
the Senate. Such director shall maintain his residence in the Columbia Valley 
region. 

Not later than 2 years after this enactment, the Authority shall recommend 
to the President and the Congress a complete plan for the integrated control 
and utilization of the waters of the Columbia Valley region. Plans shall be 
sent to the President and Congress and if not affirmatively disapproved by joint 
resolution within 120 calendar days they shall be deemed effective as of that date. 

The exclusive use, possession, and contro] of the Bonneville project, the Co- 
lumbia Basin project, the Hungry Horse project, the Umatilla project, and 
the Bonneville transmission system, together with all real estate, powerhouses, 
and other appurtenances thereto, shall be entrusted to the Authority, which 
may, however, operate each project through the agency from which it is trans- 
ferred. The corporation may have other Federal water control projects in the 
region involved transferred to itself. 

The authority shall construct, operate, etc., various types of projects, includ- 
ing dams, reservoirs, and transmission lines, through or in cooperation with 
States and local political subdivisions or cooperative, educatinal, scientific, 
charitable, or nonprofit agencies; it may sell and dispose of surplus electric 
energy and surplus water, preference and priority to be given, after needs of 
Federal agencies have been met, to State and political subdivisions, and to co- 
operatives, ete., and it may contract for the sale or disposition thereof (at 
wholesale in the case of electric energy) for resale or direct consumption. 

Veterans shall have a 90-day preference in the purchase of lands on corpora- 
tion projects, for 20 years after the act becomes effective. 

The Authority shall employ necessary personnel, fix their compensation, and 
require bonds. Collective bargaining is provided for. Employees shall be pro- 
tected to substantially the same extent as employees under the civil-service laws. 
Employment and promotion shall be on the basis of merit and efficiency. Perma- 
nent employees shall come under the civil service retirement act. If a contract 
provides for unemployment compensation benefits, the corporation may make 
payments to State unemployment compensation funds. Prevailing rates of 
wages must be paid. The Social Security Act and the Internal Revenue Code 
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are amended so as to include certain employees of the Authority for social 
security purposes. 

Net proceeds shall be paid into the United States Treasury annually. The 
Comptroller General shall make an annual audit and shall make report in 
quadruplicate, 1 for the President, 1 for public inspection, 1 for the Chairman 
of the Board, and 1 for Congress, and he shall make a special report to the 
President and to Congress of any transaction which conflicts with the statutory 
functions of the corporation. 

The authority may issue bonds, to mature in not more that 50 years, and 
use the proceeds to acquire electrical utilities facilities. 

Consent is given to interstate compacts to further the purposes of the act, 
but no such compact shall become binding until it has been submitted to the 
corporation and ratified by Congress. 


80TH CONGRESS 


8.1647. Mr. Taylor and others ; July 16, 1947 (Public Works) 


Columbia Valley Authority Act: Creates a Columbia Valley Authority to 
be headed by a board of directors appointed by the President with the consent 
of the Senate. Provides for an advisory committee consisting of: (1) the 
principal officer (or his designee) of each of the following agencies: Depart- 
ments of Interior, Agriculture, Commerce, Justice, War, Federal Power Commis- 
sion, Federal Security Agency, and Board of Governors of the Federal Reserve 
System; (2) the Governors of Washington, Oregon, Idaho, and Montana or 
their designees, and 12 residents of the area of the Authority, selected by the 
President, to represent the interests of agriculture, commerce, labor, wildlife 
and aquatic life, conservation, and recreation (3 each). Not later than 2 years 
after this enactment, the Authority shall recommend to the President and the 
Congress a complete plan for the integrated control and utilization of the waters 
of the Columbia Valley region. Plans shall be sent to the President and Congress 
and if not affirmatively disapproved by joint resolution within 120 calendar days 
they shall be deemed effective at the end of that period. 

The use, possession, control and operation of any dam or water-control 
project, together with appurtenant works and transmission facilities, constructed 
by the Federal Government shall be transferred to the corporation, which may 
operate amy such project through the agency from which it is transferred. 

The Authority shall construct, operate, etc., various types of projects, includ- 
ing dams, reservoirs, and transmission lines and may do so through or in co- 
operation with States and local political subdivisions or cooperative, educa- 
tional, scientific, charitable, or nonprofit agencies; it may sell and dispose of 
surplus electric energy and surplus water, preference and priority to be given, 
after needs of Federal agencies have been met, to State and political subdi- 
visions, and to cooperatives, etc., and it may contract for the sale or disposition 
thereof (at wholesale in the case of electric energy) for resale or direct con- 
sumption. Regional development activities provided for include research and 
scientific experimentation, construction of fertilizer and chemical plants, forestry, 
land use (including grazing lands, fish and wildlife conservation, recreational 
facilities, etc.). 

Reclamation provisions include a requirement that the corporation establish 
the maximum size of farm units within each project. Veterans shall have a 
90-day preference in the purchase of lands on corporation projects, for 20 years 
after the act becomes effective. 

The Authority shall employ necessary personnel and fix their compensation, 
on the basis of merit, without regard to any other laws regulating employment, 
ete.. of Federal employees except the Veterans’ Preference Act. The Social Se- 
curity Act and the Internal Revenue Code are amended so as to include certain 
employees of the Authority for social-security purposes. 

Net proceeds shall be paid into the United States Treasury annually. The 
Comptroller General shall make an annual audit. Payments in lieu of taxes are 
provided for. 

The Authority may issue bonds, to mature in not more than 50 years, and use 
the proceeds to acquire electrical utilities facilities. 

Consent is given to interstate compacts to further the purposes of the act. 


H. R.502. Mr. Rankin; January 6, 1947 (Public Works) 


Conservation Authorities Act of 1945: Creates eight conservation authorities, 
in addition to the Tennessee Valley Authority (Atlantic seaboard, Great Lakes- 
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Ohio Valley, Missouri Valley, Arkansas Valley, Southwestern, Columbia Valley, 
California, and Colorado Valley) to develop projects for: Promotion of naviga- 
tion, prevention of floods, reclamation of lands, generation, sale, etc., electric 
energy, promotion of agriculture, improvement of living conditions, protection 
of commerce, strengthening of national defense, conservation of resources, stabi- 
lization of employment, and promotion of the general welfare. For the purpose 
of coordinating regional activities, ete., the authorities are subject to the super- 
vision of the President, to whom plans for projects must be submitted and who 
shall refer approved plans to Congress. Cooperation between the authorities 
and State and public agencies is provided for, and consent is given to necessary 
interstate compacts. Locks and lifts constructed in connection with dams shall 
be operated and maintained under the direction of the Secretary of War and 
the supervision of the Chief of Army Engineers. Contracts for distribution of 
electric energy and water shall not exceed a 20-year term and shall provide for 
rate adjustments and for concellation upon 2 years’ written notice. Prevailing 
wage rates must be paid. 
81ST CONGRESS 


S. 1631. Mr. Cain; April 18, 1949 (Public Works) 


Columbia Valley Administration Act: Creates a Columbia Valley Administra- 
tion headed by a board of 3 directors (who shall maintain their residences in 
the region and profess a belief in the feasibility and wisdom of the acts) ap- 
pointed by the President with the consent of the Senate, at $17,500 a year, te 
construct, operate, and maintain projects in the Columbia Valley region in 
the interest of flood control, navigability (except for channel and harbor im- 
provement work in tidal waters tributary to the Pacific Ocean), reclamation, 
irrigation, hydroelectric power, recreational advantages, sanitation and pollution 
control, and development and conservation of forest, mineral, fish and wildlife 
resources. The relevant Federal powers and activties in the region shall be so 
organized as to achieve unified conservation, development, and use of the region’s 
natural resources. The doctrine of beneficial consumptive use of water is 
recognized ; preference, in case of conflict, being given to atomic-energy require- 
ments for national defense and to domestic, irrigation, mining, and industrial pur- 
poses. The Administration shall have now power to condemn any water right 
except as it may be appurtenant to land acquired incident to the construction 
of dams, reservoirs, or other projects or facilities. In the formulation and execu- 
tion of programs the Administration shall seek the advice and participation of 
the people of the region and State and local governments and organizations. 

The Administration shall prepare such multiple-purpose and unified plans and 
programs for the conservation, development, and use of the region’s natural 
resources as may be useful to the President and Congress in guiding and coordin- 
ating national policies and programs. The Administration shall prepare and 
submit annually to the President in connection with its budget program a state- 
ment and explanation of the anticipated program for the current year, ete. 
Provides for the transfer to the Administration of all properties of the Bonneville 
Power Administrator, Department of the Interior, all civil projects of the Army 
engineers (except channel and harbor improvements in tidal waters) ; all Bureau 
of Reclamation projects; and all functions, powers, duties, and responsibilities 
in connection therewith. Similar provision is made for the assumption of con- 
tractual obligations by the Administration. 

In disposing of electric energy priority shall be given to Federal agencies, 
States and their political subdivisions, and to cooperative agencies. People and 
communities within economic transmission distance shall have reasonable op- 
portunity and time to acquire or construct the necessary facilities for the use 
or distribution of such electric energy, or to create or finance public or cooperative 
agencies. The Administration. is authorized to sell electric energy at wholesale, 
for resale or direct consumption. 

The Administration is authorized to construct, operate, and maintain reclama- 
tion projects. Reimbursement shall be made by water users in accordance with 
the Federal reclamation laws. Veterans shall have a 90-day preference in the 
purchase of lands on projects. 

Construction and operating costs shall be allocated among the various pur- 
poses served, having regard to the interrelation of the various facilities and 
activities. Costs of facilities serving only one purpose shall be allocated to that 
purpose. If more than one purpose is served by facilities, costs shall be 
equitably allocated among the purposes. 
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Establishes in the Treasury a Columbia V 
of appropriations by Congress and Administration earnings. Advances from 
the fund shall be made to the Administration, at its request, to meet construc- 
tion and operating costs of revenue-producing parts of projects. Lump-sum 
payments are authorized to be made to the general fund account for the Ad- 
ministration to meet costs of projects for which advances are not authorized. 


Payments shall be made to States to compensate them for tax revenues lost 
through Administration holdings. 


8. 1645. Mr. Magnuson and others ; April 19, 1949 (Public Works) 


; Columbia Valley Administration Act: Created a Columbia Valley Administra- 
tion headed by a board of 3 directors (who shall maintain their residences in 
the region and profess a belief in the feasibility and wisdom of the acts) 
appointed by the President with the consent of the Senate, at $17,500 a year, to 
construct, operate, and maintain projects in the Columbia Valley region in the 
interest of flood control, navigability (except for channel and harbor improve- 
ment work in tidal waters tributary to the Pacific Ocean), reclamation, irrigation, 
hydroelectric power, recreational advantages, sanitation and pollution control, 
and development and conservation of forest, mineral, fish, and wildlife re- 
sources. The relevant Federal powers and activities in the region shall be so 
organized as to achieve unified conservation, development, and use of the 
region’s natural resources. The doctrine of beneficial consumptive use of 
water is recognized, preference, in case of conflict, being given to atomic-energy 
requirements for national defense and to domestic, irrigation, mining, and indus- 
trial purposes. The Administration shall have no power to condemn any water 
right except as it may be appurtenant to land acquired incident to the construc- 
tion of dams, reservoirs, or other projects or facilities. In the formulation and 
execution of programs the Administration shall seek the advice and participation 
of the people of the region and State and local governments and organizations. 

The Administration shall prepare such multiple-purpose and unified plans and 
programs for the conservation, development, and use of the region’s natural 
resources as may be useful to the President and Congress in guiding and coordi- 
nating national policies and programs. The Administration shall prepare and 
submit annually to the President in connection with its budget program a state- 
ment and explanation of the anticipated program for the current year, etc. Pro- 
vides for the transfer to the Administration of all properties of the Bonneville 
Power Administrator, Department of the Interior, all civil projects of the Army 
engineers (except channel and harbor improvements in tidal waters) ; all Bu- 
reau of Reclamation projects; and all functions, powers, duties, and respon- 
sibilities in connection therewith. Similar provision is made for the assumption 
of contractual obligations by the Administration. 

In disposing of electric energy priority shall be given to Federal agencies, 
States and their political subdivisions, and to cooperative agencies. People 
and communities within economic transmission distance shall have reasonable 
opportunity and time to acquire or construct the necessary facilities for the use 
or distribution of such electric energy, or to create or finance public or coopera- 
tive agencies. The Administration is authorized to sell electric energy at whole- 
sale, whether for resale or direct consumption. 

The Administration is authorized to construct, operate, and maintain reclama- 
tion projects. Reimbursement shall be made by water users in accordance with 
the Federal reclamation laws. Veterans shall have a 90-day preference in the 
purchase of lands on projects. 

Construction and operating costs shall be allocated among the various purposes 
served, having regard to the interrelation of the various facilities and activities. 
Costs of facilities serving only one purpose shall be allocated to that purpose. 
If more than one purpose is served by facilities costs shall be equitably allocated 
among the purposes. 

Establishes in the Treasury a Columbia Valley Administration fund consist- 
ing of appropriations by Congress and Administration earnings. Advances 
from the fund shall be made to the Administration, at its request, to meet con- 
struction and operating costs of revenue-producing parts of projects. Lump-sum 
payments are authorized to be made to the general fund account of the Adminis- 
tration to meet costs of projects for which advances are not authorized. 

Payments shall be made to States to compensate them for tax revenues lost 
through Administration holdings (hearings, vol. 925, No. 5). 


H. R. 427. Mr. Jackson of Washington; January 3, 1949 (Public Works) 


Columbia Valley Authority Act: Creates a Columbia Valley Authority to be 
headed by a board of directors appointed by the President with the consent of 


alley Administration fund consisting 
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the Senate. Each director shall maintain his residence in the Columbia Valley 
region. 

Not later than 2 years after this enactment, the Authority shall recommend 
to the President and the Congress a complete plan for the integrated control and 
utilization of the waters of the Columbia Valley region. Plans shall be sent 
to the President and Congress and if not affirmatively disapproved by joint 
resolution within 120 calendar days they shall be deemed effective as of that 
date. 

The exclusive use, possession, and control of the Bonneville project, the Co- 
lumbia Basin project, the Hungry Horse project, the Umatilla project, and the 
Bonnelville transmission system, together with all real estate, powerhouses, and 
other appurtenances thereto, shall be entrusted to the Authority, which may, 
however, operate each project through the agency from which it is transferred. 
The Corporation may have other Federal water-control projects in the region 
involved transferred to itself. 

The authority shall construct, operate, etc., various types of projects, includ- 
ing dams, reservoirs, and transmission lines, through or in connection with States 
and local political subdivisions or cooperative, educational, scientific, charitable, 
or nonprofit agencies; it may sell and dispose of surplus electric energy and sur- 
plus water, preference and priority to be given, after needs of Federal agencies 
have been met, to State and political subdivisions, and to cooperatives, etc., and 
it may contract for the sale or disposition thereof (at wholesale in the case 
of electric energy) for resale or direct consumption. 

Veterans shall have a 90-day preference in the purchase of lands on Corpo- 
ration projects, for 20 years after the act becomes effective. 

The Authority shall employ necessary personnel, fix their compensation, and 
require bonds. Collective bargaining is provided for. Employees shall be pro- 
tected to substantially the same extent as employees under the civil-service laws. 
Employment and promotion shall be on the basis of merit and efficiency. Per- 
manent employees shall come under the Civil Service Retirement Act. If a con- 
tract provides for unemployment compensation benefits, the Corporation may 
make payments'to State unemployment compensation funds. Prevailing rates of 
wages must be paid. The Social Security Act and the Internal Revenue Code 
are amended so as to include certain employees of the Authority for social- 
security purposes. 

Net proceeds shall be paid into the United States Treasury annually. The 
Comptroller General shall make an annual audit and shall make report in quad- 
ruplicate, 1 for the President, 1 for public inspection, 1 for the Chairman of the 
Board, and 1 for Congress, and he shall make a special report to the President 
and to Congress of any transaction which conflicts with the statutory func- 
tions of the Corporation. 

The Authority may issue bonds, to mature in not more than 50 years, and use 
the proceeds to acquire electrical utilities facilities. 

Consent is given to interstate compacts to further the purposes of the Act, 
but no such compact shall become binding until it has been submitted to the 
Corporation and ratified by Congress. 

HH. R.894. Mr. Rankin; January 5, 1949 (Public Works) 

Conservation Authorities Act of 1945: Creates eight conservation authorities, 
in addition to the Tennessee Valley Authority (Atlantic seaboard, Great Lakes- 
Ohio Valley, Missouri Valley, Arkansas Valley, southwestern, Columbia Valley, 
California, and Colorado Valley) to develop projects for promotion of naviga- 
tion, prevention of floods, reclamation of lands, generation, sale, etc., of electric 
energy, promotion of agriculture, improvement of living conditions, protection 
of commerce, strengthening of national defense, conservation of resources, stabil- 
ization of employment, and promotion of the general welfare. For the purpose 
of coordinating regional activities, etc., the authorities are subject to the super- 
vision of the President, to whom plans for projects must be submitted and who 
shall refer approved plans to Congress. Cooperation between the authorities 
and State and public agencies is provided for, and consent is given to necessary 
interstate compacts. Locks and lifts constructed in connection with dams shall be 
operated and maintained under the direction of the Secretary of War and the 
supervision of the Chief of Army Engineers. Contracts for distribution of elec- 
tric energy and water shall not exceed a 20-year term and shall provide for 
rate adjustments and for cancellation upon 2 years’ written notice. Prevailing 
wage rates must be paid. 
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H.R. 4286. Mr. Mitchell; April 14, 1949 (Public Works) 

Columbia Valley Administration Act—Creates a Columbia Valley Administra- 
tion headed by a board of 3 directors (who shall maintain their residences in 
the region and profess a belief in the feasibility and wisdom of the acts) ap- 
pointed by the President with the consent of the Senate, at $17,500 a year, to 
construct, operate, and maintain projects in the Columbia Valley region in the 
interest of flood control, navigability (except for channel and harbor improve- 
ment work in tidal waters tributary to the Pacific Ocean), reclamation, irriga- 
tion, hydroelectric power, recreational advantages, sanitation and pollution con- 
trol, and development and conservation of forest, mineral, fish, and wildlife 
resources. The relevant Federal powers and activities in the region shall be so 
organized as to achieve unified conservation, development, and use of the re- 
gion’s natural resources. The doctrine of beneficial consumptive use of water 
is recognized, preference, in case of conflict, being given to atomic energy require- 
ments for national defense and to domestic, irrigation, mining, and industrial 
purposes. The Administration shall have no power to condemn any water 
right except as it may be appurtenant to land acquired incident to the construc- 
tion of dams, reservoirs, or other projects or facilities. In the formulation and 
execution of programs the Administration shall seek the advice and participation 
of the people of the region and State and local governments and organizations. 

The Administration shall prepare such multiple-purpose and unified plans 
and programs for the conservation, development, and use of the region’s natural 
resources as may be useful to the President and Congress in guiding and coordi- 
nating national policies and programs. The Administration shall prepare and 
submit annually to the President in connection with its budget program a state- 
ment and explanation of the anticipated program for the current year, etc. 
Provides for the transfer to the Administration of all properties of the Bonne- 
ville Power Administrator, Department of the Interior, all civil projects of the 
Army engineers (except channel and harbor improvements in tidal waters) ; 
all Bureau of Reclamation projects; and all functions, powers, duties and respon- 
sibilities in connection therewith. Similar provision is made for the assumption 
of contractual obligations by the Administration. 

In disposing of electric energy priority shall be given to Federal agencies, 
States and their political subdivisions, and to cooperative agencies. People and 
communities within economic transmission distance shall have reasonable oppor- 
tunity and time to require or construct the necessary facilities for the use or 
distribution of such electric energy, or to create or finance public or cooperative 
agencies. The Administration is authorized to sell electric energy at wholesale, 
whether for resale or direct consumption. 

The Administration is authorized to construct, operate and maintain reclama- 
tion projects. Reimbursement shall be made by water users in accordance with 
the Federal reclamation laws. Veterans shall have a 90-day preference in the 
purchase of lands on projects. 

Construction and operating costs shall be allocated among the various pur- 
poses served, having regard to the interrelation of the various facilities and 
activities. Costs of facilities serving only one purpose shall be allocated to that 
purpose. If more than one purpose is served by facilities custs shall be equitably 
allocated among the purposes. 

Establishes in the Treasury a Columbia Valley Administration fund consisting 
of appropriations by Congress and Administration earnings. Advances from 
the fund shall be made to the Administration, at its request, to meet construc- 
tion and operating costs of revenue-producing parts of projects. Lump-sum 
payments are authorized to be made to the general fund account of the Adminis- 
tration to meet costs of projects for which advances are not authorized. 

Payments shall be made to States to compensate them for tax revenues lost 
through Administration holdings (hearings; vol. 1262, No. 8). 


H.R. 4287. Mr. Jackson of Washington; April 14, 1949 (Public Works) 


Columbia Valley Administration Act—Creates a Columbia Valley Administra- 
tion headed by a board of 3 directors (who shall maintain their residences in 
the region and profess a belief in the feasibility and wisdom of the acts) ap- 
pointed by the President with the consent of the Senate, at $17,500 a year, to 
construct, operate, and maintain projects in the Columbia Valley region in the 
interest of flood control, navigability (except for channel and harbor improve- 
ment work in tidal waters tributary to the Pacific Ocean), reclamation, irriga- 
tion, hydroelectric power, recreational advantages, sanitation and pollution con- 
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trol, and development and conservation of forest, mineral, fish, and wildlife 
resources. The relevant Federal powers and activities in the region shall be 
so organized as to achieve unified conservation, development, and use of the 
region’s natural resources. The doctrine of beneficial consumptive use of water 
is recognized, preference, in case of conflict, being given to atomic energy require- 
ments for national defense and to domestic irrigation, mining, and industrial 
purposes. The Administration shall have no power to condemn any water right 
except as it may be appurtenant to land acquired incident to the construction of 
dams, reservoirs, or other projects or facilities. In the formulation and execu- 
tion of programs the Administration shall seek the advice and participation of 
the people of the region and State and local governments and organizations. 

The Administration shall prepare such multiple-purpose and unified plans and 
programs for the conservation, development, and use of the region’s natural re- 
sources as may be useful to the President and Congress in guiding and coor- 
dinating national policies and programs. The Administration shall prepare and 
submit annually to the President in connection with its budget program a state- 
ment and explanation of the anticipated program for the current year, etc. Pro- 
vides for the transfer to the Administration of all properties of the Bonneville 
Power Administrator, Department of the Interior, all civil projects of the Army 
engineers (except channel and harbor improvements in tidal waters) ; all Bureau 
of Reclamation projects; and all functions, powers, duties, and responsibilities 
in connection therewith. Similar provision is made for the assumption of con- 
tractual obligations by the Administration. 

In disposing of electric energy priority shall be given to Federal agencies, 
States and their political subdivisions, and to cooperative agencies. People and 
communities within economic transmission distance shall have reasonable op- 
portunity and time to acquire or construct the necessary facilities for the use or 
distribution of such electric energy, or to create or finance public or cooperative 
agencies. The Administration is authorized to sell electric energy at wholesale, 
whether for resale or direct consumption. 

The Administration is authorized to construct, operate, and maintain reclama- 
tion projects. Reimbursement shall be made by water users in accordance with 
the Federal reclamation Jaws. Veterans shall have a 90-day preference in the 
purchase of lands on projects. 

Construction and operating costs shall be allocated among the various pur- 
poses served, having regard to the interrelation of the various facilities and ac- 
tivities. Costs of facilities serving only one purpose shall be allocated to that 
purpose. If more than one purpose is served by facilities costs shall be equitably 
allocated among the purposes. 

Establishes in the Treasury a Columbia Valley Administration fund consist- 
ing of appropriations by Congress and Administration earnings. Advances from 
the fund shall be made to the Administration, at its request, to meet construc- 
tion and operating costs of revenue-producing parts of projects. Lump-sum 
payments are authorized to be made to the general fund account of the Admin- 
istration to meet costs of projects for which advances are not authorized. 

Payments shall be made to States to compensate them for tax revenues lost 
through Administration holdings (hearings, vol. 1262, No. 8). 


82D CONGRESS 


H. R. 4882. Mr. Rankin; July 19, 1951 (Public Works) 

Conservation Authorities Act of 1951—Creates eight conservation authori- 
ties, in addition to the Tennessee Valley Authority (Atlantic Seaboard, Great 
Lakes-Ohio Vailey, Missouri Valley, Arkansas Valley, Southwestern, Columbia 
Valley, Calif., and Colorado Valley) to develop projects for: promotion of navi- 
gation, prevention of floods, reclamation of lands, generation, sale, etc., of elec- 
tric energy, promotion of agriculture improvement of living conditions, protection 
of commerce, strengthening of national defense, conservation of resources, sta- 
bilization of employment, and promotion of the general welfare. For the pur- 
pose of coordinating regional activities, ete., the authorities are subject to the 
supervision of the President, to whom plans for projects must be submitted and 
who shall refer approved plans to Congress. Cooperation between the authorities 
and State and public agencies is provided for, and consent is given to necessary 
interstate compacts. Locks and lifts construction in connection with dams 
shall be operated and maintained under the direction of the Secretary of War 
and the supervision of the Chief of Army Engineers. Contracts for distribu- 











626 BONNEVILLE PROJECT ACT AMENDMENTS OF 1958 


tion of electric energy and water shall not exceed a 20-year term and shall pro- 
vide for rate adjustments and for cancellation upon 2 years’ written notice. 
Prevailing wage rates must be paid. 


A REGIONAL POWER CORPORATION FOR THE Paciric NoRTHWEST 
GROWTH OF AN IpEA, 1952-58, In SELECTED EDITORIALS FROM THE OREGONIAN 
[From the Oregonian, June 26, 1952] 


BASIN PROGRAM IN TROUBLE; PROPOSAL FoR A NEW APPROACH 


Even a casual observer of the Northwest scene must have become aware of 
steadily increasing opposition of people in other areas to Federal development of 
the multipurpose water resources of this region on the grand scale envisioned by 
the planners. This opposition finds expression, and political outlet, in Congress. 
The House of Representatives recently made a deep slash in the Army’s civil 
functions bill, including the elimination of all funds for work on The Dalles Dam 
which was started a year ago. The Senate has restored most of these cuts, and 
has raised the Bureau of Reclamation’s budget, as well, but the outcome has 
not been determined. 

The Federal program in the Northwest, started in the make-work era of Frank- 
lin D. Roosevelt with approval of a docile Congress, has had an amazing growth 
under the impetus of war and western rearmament needs. But the honeymoon 
is over. With Federal solvency threatened by an astronomical debt, people 
everywhere groaning under the tax burden, and the costs of new dams and 
irrigation projects risen to staggering heights, there is growing reluctance in 
Congress to appropriate large sums to harness our rivers. 

Yet the job of multipurpose development is just well started. In the single, the 
most important, instance of electricity, the firm demands of industry, agriculture, 
and rapidly increasing population cannot be met under the combined Federal 
and non-Federal schedule—and this schedule itself is not being met. It may be 
said that some of the demand is abnormal—aluminum, for example—because it 
is stimulated by the war in Korea and rearmament; yet the Nation cannot dis- 
pense with it, and the leading estimators of private and Federal power agencies 
agree that the Northwest will need, if it is to meet normal demands held back 
now by lack of power supply, a regional increase in energy of about 750,000 
kilowatts each year—a supply greater than that from Bonneville Dam—for 
many years. 

At a recent meeting in Spokane of the Bonneville Advisory Council—with 40 
members from all over the region: businessmen, farmers, private and public 
power administrators, attending—these problems were brought out and ex- 
amined. No conclusions were reached, and the advisory council is not likely to do 
any advising. These individuals probably are as divided in their support or 
opposition to certain projects, and on methods of procedure, as are other people 
of the Northwest. But they know the problems better than most and they are 
agreed on the overall needs. 

Clifford A. Erdahl, Tacoma’s commissioner of public utilities, estimated, for 
example, that non-Federal utilities must spend $625 million for new generating 
facilities in the next 5 years, and the Federal system must spend $1,500 million, 
to meet a conservative load growth. But the city of Tacoma’s plans to build two 
hydro plants on the Cowlitz River have been stopped—because the fish problem 
has not been solved. For the same reason Congress refuses to grant Federal 
funds for Ice Harbor Dam in the Snake River. Yet Congress also refuses to 
make a $12 million appropriation to the Fish and Wildlife Service for field work, 
in connection with the States, looking toward a solution of the fish problem. 

The Bonneville Power Administration’s 1952 advance program for defense is 
realistic only if one recognizes that it is what BPA wants to see done—not what 
will be done. In its Government and non-Federal programs, for example, it 
includes such projects as Hells Canyon, Ice Harbor, steam plants, and the Cali- 
fornia and Idaho interconnections, all of which have been specifically rejected 
by Congress, and Tacoma’s Cowlitz and Portland General Electric’s Deschutes 
Dams which have been stopped by State objections to destruction of the fishery. 

It is the Northwest’s responsibility not only to get the money but to agree 
on what should and what should not be built—that is to get together on planning 
which gives the proper weight to all resources of the region, based on research 
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and discovery of new methods of conservation as well as development. This, 
the region has not done. 

Which leads, of course, to the issue of management. Is it possible to arrive 
at an acceptable form of Federal-State organization that can mastermind these 
problems and produce the answers? We have been looking with some interest 
toward the “interstate compact” idea—which, initially, was brought forward as 
a political device to head off a Columbia Valley Authority. But the interstate 
compact bill which has passed the House is inadequate and would be ineffective. 
Even if 7 or 6 Northwest States could agree on an allocation of power—and we 
doubt they could—the compacting organization could not take over the func- 
tions of the Federal and private agencies now competing in the field. It 
would have no real authority. 

Perhaps the best approach would be a Federal-State body—call it what you 
will—with real authority, approved by Congress and with cooperation of the 
the States, to unify and control the planning, operation, and management of 
the Army engineers, Bureau of Reclamation, Bonneville Power Administration, 
and Fish and Wildlife Service in the region, so far as their mainstream, water- 
use activities are concerned. Some bold action like this must be taken if the 
national pressures against necessary development of the Columbia Basin and 
the Northwest are to be relieved. 


{From the Oregonian, July 2, 1952] 
FEDERAL-STATE PARTNERSHIP: A PLAN FOR THE NORTHWEST 


The Pacific Northwest has been staggering forward for 20 years under the 
most confusing hodgepodge of projects, agencies, and statutory authority—all 
lumped under the general heading of Columbia Basin development—ever pro- 
posed by a President and accepted by a befuddled Congress. This hydraheaded 
bureaucracy grows more complex and competitive year by year. The examples 
of conflict and cross-purpose planning are too numerous to require mention. 

Besides calling: for a regional authority on the TVA pattern, which the North- 
west evidently will fight to the last ditch, the Democratic administrations have 
done nothing toward unifying the program of basin development. The strength 
of a lobby determines which project shall have priority. Conservation of exist- 
ing resources, such as the fishery, gets little attention. There is insufficient co- 
ordination of Federal and private planning, and much interagency knifing for 
appropriations, power, and prestige. 

Whether a Republican administration inherits this maze or whether the Demo- 
crats retain it after the November election, the absolute necessity for unifica- 
tion of planning, budgeting, and management of the Columbia Basin multiple- 
use program will be unchanged. Congress is showing signs of revolt. The western 
program is encountering increased resistance in other parts of the country. The 
Northwest is headed for trouble if nothing is done. 

In an editorial on this page June 26, we discussed this problem and suggested 
a new approach—not CVA, not interstate compact or corporation, not the 
Hoover Commission proposal of merged Federal agencies under the Interior 
Department. 

Our proposal was for a Federal-State agency with real authority to coordinate 
the planning of the Federal agencies so far as their main-river, water-use activi- 
ties are concerned; to Submit a unified budget to Congress; to supervise the 
management and operation of the Army engineers, Bureau of Reclamation, 
sonneville Power Administration, and Fish and Wildlife Service to see that they 
carry forward the master plan for basin development. 

One might give this new agency the working title of Northwest United. 

A common factor in many proposals that have been made for changes in the 
structure of the sprawling Federal bureaucracy in the Northwest is the demand 
of Northwest residents for a greater degree of home rule. It is a legitimate 
demand. But home rule cannot take the form of an interstate corporation which 
denies the national interest and the use of taxpayers’ money from all over the 
United States for these regional projects. 

It is our belief that the new agency should be authorized by Congress, with 
approval of the legislatures of the five States with the greatest stake in the 
program—Oregon, Washington, Idaho, Montana, and Wyoming (or those willing 
to participate). It would be headed by a three-member board. All members 
would be appointed by the President of the United States. But 2 members 
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would be from among nominees by the governors of the 5 States—1 represent- 
ing the western division (Oregon and Washington) and 1 the eastern division 
(Idaho, Montana, and Wyoming). The third member and Chairman would be 
a Presidential appointee also and he would represent the executive branch. 
Senate approval of appointments would be required. 

The statute should give Northwest United broad authority to supervise Federal 
and State agencies participating in the regional power, irrigation, flood control, 
navigation, commercial fisheries and recreation program. Its influence in co- 
ordinating Federal and private projects, such as hydroelectric dams, would tend 
to be greater than its statutory authority, since it would have budgetary con- 
trol and would speak in Congress and elsewhere as a master agency. 

The Federal agencies—Army engineers, Bureau of Reclamation, Bonneville 
Power Administration, Fish and Wildlife Service—all experts in their fields, 
would retain their identities and functions. But their plans and budgets would 
go to the master agency for unification and approval before reaching Congress 
for appropriations. 

It might be advisable to give Northwest United authority to initiate projects of 
its own, utilizing the construction agencies under it, and arranging financing 
through the sale of revenue bonds. Such self-liquidating projects, however, 
should require congressional approval. 

It might also be advisable to give the new agency authority to establish a stu 
tistical device (a basin account) to treat the entire region as a single project, 
establishing systemwide rates for resale of electricity, broadening the base of 
the irrigation subsidy and performing other bookkeeping and management 
functions. But this device should be statistical and administrative only; it 
should not provide a separate fund for construction of dams and irrigation 
projects without congressional approval. 

What we have in mind here is a method of establishing a main-line plan for 
the Northwest’s resources development and conservation which will not destroy 
the existing Federal agencies but will give the people of the Northwest at least 
an equal voice with the national administration in planning and management. 
This requires budgetary control which would go a long way toward lessening 
congressional irritation. 


[From the Oregonian, December 19, 1952] 
TOWARD REGIONAL AUTONOMY 


Bonneville Administrator Paul J. Raver’s proposal that the Federal Govern- 
ment get out of the power business in the Northwest and that an interstate 
agency take over this multibillion dollar development program has great appeal. 
It isn’t a new idea, but its timing was perfect, considering the change in 
national administration. Its eye-appeal was enhanced, because the suggestion 
came from a Federal official whose agency would be liquidated if Congress 
and the States moved in that direction. 

Considered as a part of the popular movement toward decentralization of 
the “big Government” built up in the past 20 years of Democratic administra- 
tion, it is a definite contribution to thinking on the subject. 

The first point requiring emphasis, however, is that any such regional plan for 
the future cannot be permitted to interfere with orderly appropriations by 
Congress to complete the mainstream dams of the Columbia Basin now under 
construction and to initiate imperatively needed upstream storage projects. 
Congress should not get the idea that it can forget about the acute and contin- 
uing deficit of power in the Northwest because the Northwest now is thinking 
seriously to taking over that responsibility. 

Problems of organization of a regional commission, and of arranging revenue 
bond financing to bear the major cost, could not possibly be worked out in less 
than 2 years, and probably would require a longer period. Agreements would 
have to be reached among the States and approved by the legislatures, or possibly 
by the people through referendum action; Congress would have to study and 
authorize the transfer. After such an agency was set up, delays would be 
encountered in planning, assigning priority and obtaining financing for particular 
projects. 

In the meantime, the dam and transmission program must not be allowed to 
come to a halt. 
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Several organizations, individuals and newspapers—including the Oregonian— 
have made proposals approximating that made by Dr. Raver at the meeting of 
the Bonneville Regional Advisory Council in Seattle. Possibly, none is the com- 
plete answer. Our own idea, which we think more feasible of accomplishment, 
is a Federal-State partnership agency which would have budgetary and adminis- 
trative control over all the Federal and local agencies working in the field of 
mainstream development. But we are not wedded to it. 

Senator Guy Cordon and Secretary of Interior-Designate Douglas McKay have 
conferred on the subject, and in part the Raver proposal agrees with Senator 
Cordon’s thinking. There are innumerable practical considerations to be met, 
including the attitude of Congress, and the effect of revenue bond financing on 
the power rates of the Northwest. 

The prospects and difficulties involved will be discussed on this page from 
time to time. The Bonneville Advisory Council will continue its study, and will 
establish liaison with the interstate compact commission and other groups work- 
ing toward the same or similar goals. It is a healthy movement, fully in line 
with President-elect Eisenhower's endorsement of the Federal-State partnership 
principle, and should Le carried forward as quickly as possible. 


[From the Oregonian, December 29, 1952 
PROBLEMS OF REGIONAL AUTONOMY 


Proposals that the Federal Government be relieved of the need to appropriate 
huge sums for hydroelectric power projects of the Pacific Northwest are assured 
a Sympathetic hearing in an economy-minded Congress. A danger is that Con- 
gress may expect the Northwest to go too far in self-financing, to the detriment 
of an industrial future founded on orderly development of large quantities of 
power at low cost. 

Bonneville Administrator Paul J. Raver, the only Federal official we have 
heard about who has suggested abolition of his own agency, proposed at Seattle 
recently that a regional commission, to be elected by the people or appointed by 
governors of the cooperating States, be set up to take over the dam building and 
transmission line construction of the Federal Government in the Northwest. 
The financing method would be primarily the issuance of revenue bonds, to be 
sold on the open market. 

In connection with that proposal, Bonneville Comptroller Earl Ostrander sub- 
mitted to the Bonneville Regional Advisory Council a preliminary estimate of 
costs and the effects on power rates. It is the latter which concerns everyone. 
Not only the welfare of the Northwest’s present and future residents, but the 
security of the Nation, are dependent, to some degree, on industrial development 
geared to power costs and supplies. 

Mr. Ostrander used, as a starting point, the phase C-—2 stage development of 
the Columbia Basin which calls for construction of 34 major and minor projects 
in the next 15 years, at an estimated total capital investment of $5,416 million. 
Of this total, $4,015 million would be charged up to power for repayment from 
earnings, including about $715 million as a subsidy to irrigation. 

3ut most of these projects are to be multipurpose projects. The estimates 
for nonreimbursable costs, paid out of Treasury funds and not to be repaid be- 
cause they are in the national interest, are $434 million for flood control, $242 
million for navigation and $10 million for other purposes including recreation, 
fish and wildlife (a niggardly and unrealistic sum, in our opinion). 

Should Congress choose to guarantee repayment of revenue bonds to finance 
the $4 billion cost allocated to power, an interest rate of 2% percent over an 
approximate repayment period of 48 years could be obtained. This would mean 
that the rate for power would have to be increased only to about $21 a kilowatt- 
year (compared with $17.50 now). But there is little likelihood that Congress 
would do this. Mr. Ostrander therefore estimated that the bonds would have to 
carry an interest rate of 314 percent, and the wholesale rate for power would 
go up to $23.81. 

3ut this—leaving out some of the financing details—is not the worst of it. 
If it should be necessary to provide earnings sufficiently in excess of interest 
and amortization to attract investment, the average rate per kilowatt-year might 
have to be boosted to $30. Such a rate would slow down, if it did not stop, in- 
dustrial expansion of the Northwest and would lay a heavy burden on industries 
and domestic and farm users now in the area. This must be avoided. 
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The method Mr. Ostrander suggested is to provide the necessary coverage “by 
treating the present Federal investment as having a lien subordinate to the 
revenue bonds.” The Government, through appropriations, will have an invest- 
meut of around $1,250 million in the power facilities—dams and transmission 
lines—of the seven projects now completed or under construction. The gim- 
mick would be to have Congress take a 40-year, 214 percent junior note for that 
amount. This might reduce the kilowatt-year requirement to $23.19. 

But there are other problems. One is what to do about investments for the 
nonreimbursable components of new dams—navigation, flood control, fish and 
recreation. A regional agency might get into innumerable jackpots in its con- 
struction program by having to depend on annual appropriations from Congress 
for these costs. A suggestion is that the Government’s “equity” in dams already 
built and under construction be used as a “credit,” that the regional agency finance 
nonreimbursable components of new dams in its revenue bond program and 
charge it off against the credit, thus avoiding the necessity for Congress to ap- 
propriate for these purposes for several years, until the credit had been ex- 
hausted. 

The doughty Representative Taber of New York, who will be chairman of the 
House Appropriations Committee, may not look with favor on suspension of 
revenues from Bonneville, Grand Coulee, and later dams power sales. But Con- 
gress might consider it a fiscal advantage not to have to make these nonreim- 
bursable appropriations for a few years. 

There are other problems, but these are enough to demonstrate the complexity 
of the attempt to work out a regional program which should require the invest- 
ment of around $300 million a year for 15 years to provide a safe margin of 
power supply over demands. It is heartening that serious study is being given 
to the proposals, but no one should expect solutions overnight. 


[From the Oregonian, October 22, 1953] 
REGIONAL PLAN To MAKE POWER PARTNERSHIP WoRK 


The Inland Empire Waterways Association fully endorsed the Eisenhower 
administration’s water resources “partnership” policy in its 20th annual meet- 
ing in Portland this week, but it commendably did not stop there. It urged the 
administration to spell out how the partnership is to work, asked Congress to 
quickly adopt legislation for such an agreement, and set up a committee to study 
details. 

In other words, the association, which has been working aggressively for com- 
prehensive development of the Columbia River for two decades, put its finger 
on the missing element in the partnership plan. The questions which have 
arisen since the Department of Interior announced its hydroelectric power policy 
include these: 

Who will be the local or regional members of the partnership? Private power 
companies? Public districts and municipalities? Or a regional agency author- 
ized by Congress and the legislatures of the States, administered by north- 
westerners. 

The Oregonian’s preference is for a regional master agency or board, com- 
posed of northwest men nominated by the governors of the States, appointed 
by the President and confirmed by the United States Senate. Congress should 
authorize such an agency to take over the management of the Federal Govern- 
ment’s $1,200 million investment in northwest power facilities, to repay that 
investment to the Treasury, and to relieve the Federal Government, so far as 
that may be possible, of additional appropriations by financing new projects by 
sale of revenue bonds. 

But we doubt that the Federal administration will carry its partnership idea 
to that logical conclusion. It is much more likely to contract with a group of 
private utilities or PUD’s for installation of power features in multiple purpose 
dams, thus substituting piecemeal development for the integrated Federal de- 
velopment sponsored by the Democratic administrations. 

It seems obvious that the people of the Northwest themselves must pick up the 
ball if the partnership of the Federal Government with a regional agency is to 
be achieved, and the power needs of the Northwest are to be met efficiently by 
expansion of an integrated system from which public and private utilities and 
electroprocess industries may buy power at wholesale, on a share-alike basis. 
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Bonneville Administrator Paul J. Raver’s estimate is that the Northwest will 
need 6,450,000 kilowatts of electric energy in the next 20 years, on top of the 
3,550,000 kilowatts now being produced and to be generated in projects under 
construction. The cost would be around $2,200 million. 

We do not see any prospect of this vast need being met by Federal deals with 
private companies and PUD’s. But it could be met by a regionwide agency 
working in harness with congress and the Federal administration. The work- 
ing plans for such an agency should be drawn up in this region and submitted 
to congress and the legislatures. This is a program on which there could be 
agreement among groups such as the Waterways Association, Bonneville Regional 
Advisory Council, Columbia Basin Interagency Committee, Northwest Public 
Power Association and the Northwest Utilities Committee. 

It may be proper for the Inland Empire Waterways Association to ask the 
administration to explain exactly what it has in mind to complete the partner- 
ship. But if the reply does not promise regionwide and integrated development 
of the Columbia, with proper concern for the Federal responsibilities in naviga- 
tion, flood control and irrigation, the planning job must be done here. In fact, 
we are convinced that here is where it should start, and right away. 





[From the Oregonian, December 9, 1953] 
DAM AND PARTNERSHIP PLANS 


The first official announcement of the plan of Northwest privately owned 
electric utilities jointly to undertake construction of dams “in partnership” 
with the Federal Government leaves many questions unanswered. It repre- 
sents, however, a positive step on the part of regional power companies to 
meet a utility responsibility laid at their doorstep by the Eisenhower adminis- 
tration. 

Since the Federal Government, though issuing a power policy “statement” 
through the Interior Department, has never spelled out exactly what it means 
by its “partnership policy,” it remains for public and private power agencies to 
make their own proposals. The Grant County Public Utility District thus pro- 
poses to build Priest Rapids Dam on the Columbia. Chelan PUD says it would 
like to build Rocky Reach Dam. Both these projects are listed in the Army 
engineers’ comprehensive plan for Federal basin development. 

Now six private utilities, after preliminary discussions, have informed a four- 
State governors’ meeting at Seattle that they, too, want to enter the partnership. 
They would expect to finance, through a bond-issuing generating company, the 
power features of a multiple-purpose dam, or dams. Congress would be ex- 
pected to appropriate funds for the usual shares allocated to navigation, irriga- 
tion, flood control, fisheries and recreation. 

A quick rundown on the dams proposed by public and private agencies—some 
of which are blocked by fisheries and other disputes—shows a potential for 
development of between 3 million and 4 million kilowatts. The regional need 
is for around 6,450,000 kilowatts in new construction, coming into use in the 
1960’s, in addition to the 3,550,000 kilowatts now in use and under construction. 

The private utility conferees evidently have not gone far enough to agree 
on a damsite or the size of the initial project, assuming an agreement with the 
yovernment can be reached. It is presumed they would start with a dam in 
a Columbia tributary, smaller than McNary, the Dalles or the authorized John 
Day Dams on the main river. Possibly they might join with Idaho Power 
Co., which is a party to the preliminary organization, in building the dams 
Idaho Power is seeking in the Hells Canyon stretch of the Middle Snake. But 
there are other sites. 

Those who have been proceeding on the assumption that a regional corpora- 
tion would be a more beneficial instrument for comprehensive development than 
a series of separate “partnership” agreements between the Federal Government 
and utilities may view the private company plans with some misgivings. The 
proposals are not exclusive one of the other. The separate “partnerships” do 
point, however, toward fragmentation of the regional power system; the loss 
or diminution of irrigation benefits, or “subsidy.” from power; and a possible 
later effect on power rates when the “cream has been skimmed” from the basin 
by private or PUD acquisition of the most economical sites. . 
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The partnership approach through the medium of a regional agency is sum- 
marized in a new report from the research committee of the Bonneville Regional 
Advisory Council, under chairmanship of Dr. Maurice W. Lee of Washington 
State college. It says, in part: 

“After considerable study of this matter running intensively over the past 12 
months, your research committee finds itself impressed with * * * the concept 
of a regional power corporation as a structural device for carrying forward the 
partnership concept with a minimum of lost time. Such a corporation would 
have broad and flexible powers for financing * * * including the power to 
issue revenue bonds. It would provide opportunity for the retlection of local 
viewpoints. It would preserve the integrity of the region and provide maximum 
opportunity for flexible yet coordinated development of the whole region. It 
would provide continuity in planning, and in administration. It would provide 
opportunity for a maximum financing through private rather than taxpayer 
channels. And a regional power corporation would encourage the develop- 
ment of plans for turning the Federal facilities back to the region as the Federal 
investment was retired.” But a regional Federal corporation, as well as a non- 
Federal interstate compact which also is being actively promoted, would have 
to be accepted by Congress and the legislatures of the Northwest States before 
it could become effective. While this work is going forward, perhaps the private 
utilities can move more swiftly and get a big dam underway. The Northwest 
will await more details with great interest. 


[From the Oregonian, April 10, 1954] 
WASHINGTON Forces Power ISSUE 


Recent developments leave little doubt of the hope of the State of Washing- 
ton, as represented by the administration of Gov. Arthur Langlie, to take a 
proprietary and commanding role in the operation of the Federal hydroelectric 
projects of the Columbia Basin. 

The Washington State Power Commission has filed a priority claim on all firm 
seasonal and interruptible power generated by the Federal dams. It proposes 
to build a steam plant or plants to increase the market value of this power and 
to sell the combined product at a profit to customers already being served by the 
Bonneville Power Administration. It would, in effect, become a middleman, for 
a profit. 

Governor Langlie and his power director, J. Frank Ward, deny intention to 
iake a dictatorial position and stress need for interstate cooperation. The Gov- 
ernor also says he was misquoted by Electrical World magazine which reported 
him as saying Washington would like to buy Grand Coulee and Chief Joseph. 
We are doubtful, however, that the apprehension aroused by the bold demand 
for Bonneville power will be easily allayed. 

Bonneville Administrator William Pearl understated the matter in Washing- 
ton, D. C., when he said the Washington Commission’s demand for priority as- 
signment of power is “apt to cause friction” in the Northwest. It is, indeed. 
Industrial customers of BPA are alarmed. Private utility executives are worried. 
Washington Public Utility District officials, denied approval of an operating 
agency by the Power Commission while the Commission is, itself, trying to get 
into business, are angry and concerned. 

Oregon utilities and their customers should be as greatly concerned as anyone 
about Washington’s aggressive intention which threatens to destroy the regional 
concept under which the Northwest power resource is being developed. Washing- 
ton already is getting almost three-quarters of the power generated at Federal 
dams, chiefly because of the widespread public power systems with their prefer- 
ence rights in that State, plus the bulk of Northwest aluminum production. 
Oregon is getting less than one-fourth. 

The four-State division of the 16,381,700,000 kilowatt-hours of energy sold by 
the Federal Bonneville Power Administration in the fiscal year ended June 30: 
Washington, 73.33 percent ; Oregon, 24.61 percent; Montana, 1.75 percent; Idaho, 
0.81 percent. This period was before McNary and Detroit Dams were producing 
for commercial use. But the distribution has been changed very little since. 
Presumably, it would become even more unbalanced in Washington’s favor should 
the State’s power commission achieve its ambition of taking over a large share 
of the Federal transmission and resale function. 
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There has been a sudden spurt of interest throughout the area in the regional 
power corporation plan, long advocated by this newspaper, since the publication 
on this page of the Washington Commission’s demands on BPA. A regional 
agency, authorized by Congress and the State legislatures, would preserve the 
all-Northwest concept of producing power at the best sites and distributing it to 
the areas of need. It would defeat the States rights concept which dominates 
efforts of the Columbia Interstate Compact Commission to reach agreement on a 
division of power. 

It is incumbent on Oregon officials and citizens, as well as the worried private 
and public power people of neighboring States, to look ahead to the power-short 
1960’s in view of these efforts to chop up the Federal system and to appropriate 
unequal shares of regional benefits. Oregon has been slumbering too long. 


[From the Oregonian, May 11, 1954] 
SEAWAY AND POWER FINANCING 


The St. Lawrence seaway bill, approved by both Houses of Congress and 
on its way to the President’s desk after minor House revisions are accepted 
in the Senate, contains a financing provision which greatly interests Pacific 
Northwest groups working toward a regional corporation to build dams and sell 
hydroelectric power at wholesale. 

Adoption of the St. Lawrence bill is not only a triumph for President Hisen- 
hower, who succeeded with Congress where other Presidents, Republican and 
Democratic, have failed for 35 years. It also establishes a precedent for a 
true partnership for development of the Nation’s resources. This goes beyond 
the limited-partnership proposals in which Congress would appropriate the 
money for nonreimbursable costs of multiple-purpose dams—navigation, flood 
control, fisheries, etc-—and private or publicly owned utilities, or combinations 
of them, would finance the power generation and transmission costs. 

The St. Lawrence bill sets up a Federal corporation to finance, build, and 
operate the seaway jointly with Canada. The United States corporation will 
be authorized to issue $105 million in revenue bonds, to be repaid from shipping 
tolls. But the bonds will not be sold on the commercial money market. They 
will be brought by the United States Treasury. Thus the cost of financing 
the project will be reduced because of a lower rate of interest. But the Gov- 
ernment will be repaid in full. 

Taken in conjunction with a provision inserted at the motion of Senator Guy 
Cordon, Republican, of Oregon, in the bill for Federal construction of the 
Eklutna project in Alaska, this financing idea is important. Cordon’s amend- 
ment provided that ownership and operation of the Eklutna project could be 
transferred to an appropriate local unit of government when the Federal invest- 
ment had been repaid. 

The same proposal could be applied to existing Federal dams and transmis- 
sion lines in the Pacific Northwest. The only proper inheritor of these facili- 
ties, however, would be a regionwide public corporation, administered by a board 
of Northwest citizens elected or appointed by the President. This is so because 
the Federal power system is regionwide and should be kept so for the greatest 
benefits to all. 

Original thinking along the lines of a regional corporation, by the editors of 
this newspaper and others, included a proposal for financing the acquisition, 
repayment, and operation of the Bonneville transmission system, and the con- 
struction of new dams in partnership with the Federal Government by issuance 
of revenue bonds. 

If these bonds were sold in the commercial market, the interest rate could 
be kept favorably low provided that Congress would agree to exempt them 
from taxation, as it exempted housing bonds. The rate would be still lower 
if Congress would pledge the credit of the Federal Government. With both of 
these provisions, private investment in public dams could function. Without 
them, a regional corporation would be far better off—that is, it could generate 
and distribute more power at lower rates—by Treasury purchase of the reve- 
nue bonds at the current Federal rate. 

The St. Lawrence bill, in any event, pledges the backing of the Federal Gov- 
ernment in a very positive way to a natural-resource-partnership program. A 
similar arrangement can be made for the Northwest if the people of the region 
will take the initiative and request it. 

28333—58——_-41 
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[From the Oregonian, July 1, 1954] 
FIxep IpEAS ON POWER 


A reasonable conclusion based on questions and statements of Admiral Ben 
Moreell, chairman, and other members of the Hoover Commission task force on 
water resources at the 2-day hearing in Portland is that they had their minds 
pretty well made up when they came here. Either on the basis of past business 
and political experience, or earlier hearings, the task-force men seemed eager 
to challenge not only the expansion of Federal or regional public responsibility 
for hydroelectric power development, but the justification for the Government 
taking a commanding power role here in the first place. 

The concept of private initiative and profit in the development of the power 
resource, as distinguished from irrigation, navigation, and flood control, evi- 
dently is firmly fixed in the minds of those task-force members who asked most 
of the questions. If there is a member of the group inclined to favor public de- 
velopment of power sites, either by Federal or regional agencies, he kept his 
opinions under wraps. 

Our guess is that the most that can be expected from the committee’s report 
is approval of the “partnership” program, in which the Federal Government 
will pay for nonreimbursable features of dams, and private utilities or perhaps 
State commissions and public-power districts will pay for and benefit from the 
power facilities. Stronger emphasis may be expected on private power than on 
public-power interests as the local partners. 

Doubtless this newspaper is prejudiced, since for 2 years it has been advocat- 
ing formation of a regional public agency for generation and transmission of 
power from main-river dams, but in our opinion the most logical case for long- 
range development was made by Gus Norwood, executive secretary of the North- 
west Public Power Association. His group and the Washington PUD’s are 
working jointly on legislation to bring such an agency into existence. 

The naked fact is that piecemeal development of the region’s hydro resources, 
even with maximum efforts by private and public utilities, does not assure the 
Northwest of enough power in the next two decades to meet its needs. If the 
Federal Government, as Congress has amply demonstrated, intends to limit 
its efforts hereafter, the need for regional public financing with revenue bonds 
is apparent. 

But in our opinion the Northwest will have to move toward this goal without 
help from the Hoover Commission. It seems unable to accept the concept that 
the power sites of the Columbia are a public resource, and that the benefits should 
flow without discrimination through both public and private utilities to the 


consumers. 





[From the Oregonian, November 15, 1954] 
COMPARISON OF Two CONCEPTS FOR REGIONAL DEVELOPMENT 


The Columbia interstate compact approved last week by compact commissioners 
of seven States for submission to their legislatures and Congress is the product of 
intensive work by some of the leading legal, government, and technical men of 
the Pacific Northwest. But there are others, equally gifted, who believe that a 
compact, in the ‘form finally approved, is not the answer to the Northwest’s 
problem of resources development. 

Up to this point, the Oregonian finds itself aligned with the skeptics. In our 
opinion, a basic fault in the compact design is that the Commission to be created 
will have no authority to develop any resource. It will be a recommendatory 
agency, solely. It will not build any dams or powerlines or irrigation canals or 
navigation and flood-control facilities. It, therefore, will not have authority to 
. sell revenue bonds or obtain financing in any other way to become a contstruc- 
tion agency. 

Thus, the interstate compact commission could not do what a regional power 
corporation—as envisaged by this newspaper and as now being studied by the 
Northwest Public Power Association, the Inland Empire Waterways Association, 
and other groups—would be able to do. A regional corporation could raise money 
by selling revenue bonds. It could build dams and powerlines, and sell power at 


low wholesale prices to private and publicly owned utilities. It could supply the 
hydroelectric need of the Northwest, which may become acute in the 1960's, not 
met by the utilities themselves and the Federal Government. 








er -_ ov fs 


= phere @ 


Rm 


d 

r 

C- 
r 
n, 
*y 
at 
1e 
ot 





BONNEVILLE PROJECT ACT AMENDMENTS OF 1958 635 


Besides the difference in authority of the two proposed agencies, there is a 
fundameutal difference in concept, so far as use of the Columbia and its major 
tributaries for power is concerned. 

The Interstate compact plan conceives of the Northwest as a group of in- 
dividual States, and moves to certify their claims to benefits from the interstate 

yaters flowing through each. The upstream States—Idaho, Montana, Nevada, 
Utah, and Wyoming—are to be set aside in a separate classification from the 
downstream States—Oregon and Washington. The upstream States are to be 
given prior rights to power developed at dams in those states, plus a fair share 
of power benefits from release of stored waters derived by generators in down- 
stream States. 

The regional corporation concept wipes out State lines in consideration of the 
basinwide nature of power development and transmission. Thus, it is closely 
akin to the Federal concept in the construction of Columbia dams and the back- 
bone grid of transmission lines carrying power at a postage-stamp rate. The 
guiding principle here is that power should be generated at the natural sites 
which are most advantageous, and transmitted to the areas in which it is most 
needed, without concern for States rights and State lines. 

The regional principle derives from the nature of the Columbia River itself. 
The river is interstate and international in character. It is not the property 
of any individual State. 

Under the compact plan, if it should govern the allocation of power benefits, 
Oregon would be largely dependent upon the generosity, or the lack of need for 
power, of Washington, Idaho, and Montana. Oregon, sharing the Columbia with 
Washington as a common border, and the Snake River with Idaho as a common 
border, has no exclusive dam sites from which it could claim all at-site power 
plus downstream benefits. 

For these and other reasons which will be discussed on this page from time 
to time, we recommend that the Oregon Legislature examine the compact plan 
with the greatest of care. The publie hearings on this proposal will require the 
participation of all persons in Oregon who have studied resource problems. 
The possible effect of a compact in discouraging or encouraging regional develop- 
ment should be weighed most carefully. We cannot, as yet, see how Oregon is 
going to derive benefit from it. 





[From the Oregonian, January 31, 1955] 


FEDERAL Hypro STALEMATE CALLS FoR NEW APPROACH 


Sharp debate and division in the Oregon and Washington Legislatures on the 
Federal role in future Northwest power generation reflect the struggle in the 
National Capital. Under the present political alinement, a stalemate barring 
the Federal Government from any significant part hereafter in main-river dam 
building is almost certain. 

The Eisenhower administration is holding tough on its partnership proposal 
for multiple-purpose projects, with local interests financing the power facilities, if 
able, and the Government contributing the nonreimbursable features for flood 
control and navigation. The Bureau of the Budget has adopted new criteria for 
Federal participation in local water-resources projects which will make it more 
difficult for the Army engineers and the Reclamation Bureau to get full Federal 
financing of new dams. 

Democratic policy is uncertain, so far as a congressional majority is coneerned. 
But a group in which the Democratic Senators of Oregon, Washington, and Mon- 
tana—plus Oregon’s Independent Senator—are influential is standing for all- 
Federal development of the big projects. This attitude may be modified to per- 
mit public utility districts, or groups of them, to enjoy a Federal partnership—as 
for Priest Rapids and Rocky Reach Dams. But it is adamant against, private 
utility-Federal partnerships, as proposed for John Day Dain. 

The division on party lines in the Oregon and Washington Legislatures on 
resolutions and memorials is more disciplined than it will be in Congress where 
the issues respecting particular projects will be settled. But the probability of a 
political deadlock is present and acute. i : 

Partnership proposals for predominantly power projects are likely to run into 
a stone wall in the House Appropriations Committee. Chairman Clarence Can- 
non, Missouri Democrat, pulled out of his hat a Congress-shaking reorganization 
plan abolishing the big Independent Offices Subcommittee which, historically, 
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has handled funds for all agencies outside the regular departments. These latter 
include TVA, atomic energy, interstate commerce, power programs, communica- 
tions, the President’s Office, and others. 

Some Democrats lined up with Republicans to prevent abolishment of the 
Independent Offices Subcommittee. But Representative Cannon did succeed in 
taking out of that committee and putting into a new subcommittee, headed by 
himself, all Federal appropriations relating to power projects. 

Chairman Cannon and eight other Democrats friendly to Federal and other 
public power will control this Subcommittee on Public Works. It will be 
the dominant authority on funds for the Army engineers, Bonneville Power Ad- 
ministration, Reclamation Bureau, Southeastern Power Administration, and 
Southwestern Power Administration. Such pro-private-power representatives as 
Ben Jensen, of Iowa, will be outside looking in. 

But while Cannon’s committees in the House will be in effective position to stop 
Eisenhower partnership proposals, they will not be assured of success in sub- 
stituting all-Federal projects. There have not been enough changes in the 
Senate to guarantee that. The Eisenhower administration, still running a defi- 
cit, is powerful enough to block big Federal expenditures for power projects 
which local interests, public or private, are willing to finance. 

In the face of this political stalemate, is it not time for the Northwest to put its 
internal bickering aside and join in urging a regional corporation? This is a 
solution long advocated by this newspaper, and now being drafted for congres- 
sional consideration by the Northwest Public Power Association. 

The proposal is for a Federal corporation embracing Oregon, Washington, 
Idaho, and Montana, directed by a board from the region. It would take over 
the Bonneville Power Administration and its obligations to repay the Treasury for 
dams now operating or building. It would issue revenue bonds, guaranteed by 
Congress and thus assured of a low interest rate, to build major power projects— 
hydro until that source is exhausted, atomic energy as soon as these become 
economical. 

A long-range plan of development, adequate financing to replace uncertain an- 
nual appropriations, elimination of the burden on the national debt, and a 
supply of electric energy sufficient to end the controversy over public power 
preference would be the result of establishment of a regional corporation. If 
there remains an ideological block in the public mind, a provision in the con- 
gressional act for a Federal corporation to give way to a regional-compact type 
of organization should end that worry. 

It has been reliably projected that the Northwest will need electricity com- 
parable to the potential production of three Columbia rivers by the year 2000. 
If there is a better way to get it than through a regional corporation, it has 
not been suggested to us. 


[From the Oregonian, March 13, 1955] 
REGIONAL POWER CORPORATION OFFERS HOPE TO NORTHWEST 


The Northwest Public Power Association’s third draft of a proposed congres- 
sional bill to establish a regional power corporation to absorb the Bonneville 
Power Administration and to finance new power generation by issuing revenue 
bonds is a constructive effort to break a political deadlock. 

This newspaper, which for 3 years has advocated the regional corporation ap- 
proach, welcomes the leadership taken by an organization representing public 
power utilities of the Northwest, and urges participation of all interests, includ- 
ing private power utilities, in helping to make this plan a fair and effective 
instrument of basin development. 

The bill has been almost completely rewritten, between its first and second 
drafts, and many changes have been made in the third draft. It is by no means 
complete, nor so represented by its sponsor. If introduced in Congress in its 
present form, amendments and revisions undoubtedly will result from hearings. 

But the principle of a self-financing regional entity dedicated to provision of 
hydro dams and atomic powerplants on a schedule necessary to keep up with 
needs of the entire area should have the support of all the people. 

Federal development of the Columbia River was started in the depression days 
of the 1930’s, with make-work projects at Bonneville and Grand Coulee. Under | 
the leadership of Senator Charles L. McNary, Oregon Republican, the policies of 
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regional transmission of power at postage-stamp rates, integration of Federal 
projects (and, later, of all public and private projects in the Northwest power 
pool), preference and priority for public power districts and cities, and use of 
power revenues to support irrigation projects were put into effect. 

In the past two decades, Congress has invested almost a billion and a half 
dollars in the hydropower development of the Columbia Basin, with the result 
that the Federal system is delivering about 60 percent of the power consumed 
in the Northwest. This has been of incomparable value to the region and to the 
Nation. 

But the honeymoon is over. President Truman put the first “stop” order on 
Federal expenditures on the Columbia. This was relaxed by emergency passage 
of appropriations to start the Dalles Dam in 1951. But the congressional atti- 
tude, under both Democratic and Republican control, has solidified against Fed- 
eral assumption of ever greater responsibility for hydroelectric expansion. The 
EKisenhower policy is one of “partnership,” with local private or public utilities 
paying for the power costs of multiple-purpose projects. At the same time there 
has been a tightening of transmission responsibility of the Federal marketing 
agency, the Bonneville Power Administration. 

But though there are no new Federal dams in sight, and “partnership” pro- 
posals are being fought at every step, there remains substantial agreement that 
a $7 billion investment in Northwest power generation will be necessary in the 
next 2 decades to meet minimum needs. It is unrealistic to expect either the 
Federal Government or local utilities, or both, to meet this tremendous demand. 

It is also essential that the Northwest maintain to the best of its ability its 
chief competitive advantage over other areas blessed with oil, gas, coal, ad- 
jacency to markets and lower freight rates. That advantage is low-cost power. 

Hence, the evolution of a regional corporation idea advanced as long as 18 
years ago by Dr. Charles McKinley in a study for the Northwest Regional Plan- 
ning Commission, proposed in somewhat different form by the Oregonian in June 
and July 1952, and now put forward in detail by the Northwest Public Power 
Association. 

The NWPPA’s bill would have Congress set up a Federal corporation—entitled 
Columbia River Development Corporation—for the geographical entity of Oregon, 
Washington, Idaho, and Montana. It would be administered by a board of five 
members, each a resident for 5 years or longer of the Northwest, each State to 
have at least one representative. The President would appoint the directors and 
the Senate would confirm them. The bill calls for public hearings on proposed 
projects, and a regional advisory council. 

Within 6 months of its formation, the Corporation would take over the assets, 
liabilities. and personnel of the Bonneville Power Administration. By Presi- 
dential order, it could be assigned title and control, also, of the existing Federal 
dams—but this is neither required nor essential. In superseding BPA, the 
new agency would assume the obligation to repay to the Federal Treasury all 
of the unpaid balance of funds appropriated by Congress, and assigned to be 
repaid from power revenues, not only for the transmission network but for the 
dams themselves. 

With the “credit base” of power contracts and transmission lines now held by 
BPA, the Columbia River Development Corporation would have no difficulty 
selling revenue bonds to finance new power projects—hydroelectric dams, in the 
immediate future; atomic powerplants a few years from now. A reliable esti- 
mate is that by the year 2000, the Northwest would need three Columbia Rivers 
to supply its power needs. Obviously, the region will be into atomic energy— 
now much closer than many think—long before that date. But to get the 
greatest benefit from higher cost atomic plants, such power must be integrated 
in a single system with lower. cost hydro power. A regional corporation could 
do this most efficiently. 

Provision is made in the proposed bill for eventual transfer of the Federal 
corporation’s functions to an interstate power compact type of organization, 
should this be the desire of the States. The States, in drafting the abortive 
Columbia interstate compact which failed of adoption in both the Oregon and 
Washington Legislatures, have not yet shown any desire actually to build dams 
and powerplants—but the way is kept open for them. 

The foundation of thinking behind a regional corporation—Federal or inter- 
state in nature—is that the Columbia River is a public resource, regional in 
character, and that the Northwest will be served best by development of the 
region as an entity. Some criticisms and justifications of the regional corpora- 
tion plan will be discussed on this page tomorrow. 
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[From the Oregunian, March 14, 1955] 
CVA LasBet Doesn’t Fir ReGionat CoRPORATION PLAN 


One line of attack on the regional power corporation plan—discussed on this 
page yesterday—is based on the superficial accusation that it is “another Colum- 
bia Valley Authority.” 

The Oregon Journal headlined its editorial criticism of the Northwest Public 
Power Association’s bill “Another Valley Authority Pitch.” This is an accusa- 
tion previously made by spokesmen for some private utilities. 

Major differences between the Columbia Valley Authority bills of New Deal 
days and the Columbia River Development Corporation bill drafted by NWPPA 
include these : 

1. All CVA bills we have seen went far beyond the production and transmis- 
sion of electric energy, and it was reasonably believed that a CVA would be- 
come a sort of supergovernment influencing or controlling agriculture, naviga- 
tion, forestry and other elements of the region’s economy. The regional cor- 
poration bill is limited to the generating and wholesaling of power. 

2. A CVA, like TVA, would have been wholly dependent upon congressional 
appropriations. But a regional corporation would have the power to sell reve- 
nue bonds to build hydro and atomic powerplants and transmission lines. 

3. No Northwest residence qualifications were included for CVA directors. 
But the regional corporation directors would have to be 5-year residents, each 
of the four Northwest States would be represented, and there would be a power- 
ful advisory council to increase the “home rule” factor. 

The Journal complains, in one breath, that the proposed Columbia River Devel- 
opment Corporation “would have wider powers” than a Columbia Valley Author- 
ity, and in the next that a regional corporation would not accept the respon- 
Sibilities that TVA accepts. 

In stating that the regional corporation “would be answerable to no one, either 
the State or the Federal Government, insofar as its policies, rates, and opera- 
tions are concerned,” the Journal evidently overlooked section 15 of the bill. 
This makes the Federal Corporation Control Act applicable to the proposed 
Columbia River Development Corporation, thus adopting by reference the entire 
body of law controlling Federal corporations. 

It would be unconstitutional to make any Federal corporation not subject 
to congressional control, as was shown in the invalidation of NIRA. The regional 
corporation would be subject to Federal budget procedure. Its annual program, 
including authorization of a specific dam or atomic plant, would need the 
approval of Congress. But once a dam were authorized, and the Federal appro- 
priation for “nonreimbursable’’ flood control or navigation features made, the 
regional corporation could obtain its own financing and build it without going 
back each year for money for the power features. This, in our view, would be a 
tremendous advantage, not a disadvantage. It would also make dam building 
less costly. 

The Journal asserts that there would be “absolutely no control over its power 
rates. * * *” One wonders if the Journal is concerned lest they be too high 
or too low. A principal purpose of the corporation plan is to obtain the cheapest 
possible financing. When revenue bonds are sold for a project, the covenants 
regarding sale of power at rates adequate to discharge all obligations are bind- 
ing—in fact, supersede any future changes in law. Power rates are determined 
at a payout level between what the buyer will agree to pay in long-term contracts 
and what the bondholders determine is a rate high enough to meet the debt. 

In seeking to assure the lowest possible financing—and thus to keep rates 
low—the Northwest Public Power Association has included in the bill two 
provisions which may or may not survive congressional investigation. 

One is that the Federal Government guarantee the bonds, thus assuring a low 
interest rate on the open market. It is wholly reasonable, since the Government 
without cost to itself gets out from under the obligation of appropriating huge 
sums for the projects. 

The other is a requirement that for the first 5 years of the corporation’s 
existence the United States Treasury will be required to take the bonds. This 
is called a “seasoning period,” designed to give the corporation an “experience 
rating” before it offers bonds on the open market. It follows the plan adopted 
by Congress for the entire bond issue for the St. Lawrence seaway. In our 
opinion, the 5-year seasoning is not essential to the success of the regional 
corporation, but it would get such an agency off to a flying start. 
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A troublesome point in the bill—and one which no doubt raises the red flag 
among private utilities—is the retention of the preference and priority clause 
favoring publicly owned electric utilities now contained in the Bonneville Act. 
But if the regional corporation is successful, it will generate enough electricity 
for all utilities needing it in the four States. Someone should be able to write a 
public-utility-responsibility clause to replace the preference clause which would 
provide for equal treatment of both private and public distributors. 

The door is wide open for proposed amendments, Clarifications or even policy 
changes in construction of a regional power corporation bill acceptable to the 
Northwest. Attacks which attempt to pick the bill to pieces without offering 
constructive suggestions are scarcely worthy of notice. In our opinion, the 
Northwest’s economic future depends for its strength on preservation of the 
regional power concept and the public corporation approach offers the best hope 
of doing it. 


[From the Oregonian, August 8, 1955] 
FresH REGIONAL START 


A correspondent on this page suggests the incorporation of the Bonneville 
Power Administration to function as a dam-building agency as well as a sales 
agency for Federal power from existing Federal dams. This is not a new idea. 
It was kicked around by Bonneville Advisory Committee members several years 
ago and dropped. Incorporation of the Columbia River Basin system, moreover, 
was proposed by the last Hoover Commission—but without explaining what 
powers the corporation should have. 

The proposal for a regional power corporation, self-financing by means of 
revenue bonds, is complicated. But a basie consideration must be that it 
truly represent the region and have a major degree of autonomy. The Ore- 
gonian’s proposal has been that a Federal corporation, directed by Presidential 
appointees who are Northwest residents, be established by congressional act. 
The corporation would be empowered to absorb the functions and most of the 
personnel of the Bonneville Power Administration, which is an arm of the 
Department of Interior, and to go on from there as a construction, power trans- 
mission, and wholesaling agency. It would not be necessary for the corporation 
to take over the existing Federal dams, though it would assume Bonneville’s 
responsibility to repay the unpaid balance of dam costs assigned to power. 

The distinction may not be readily apparent, but we think it essential that 
any regional corporation have its roots in the region. How to obtain that goal 
under the apparent necessity of Federal creation is a problem. But the self- 
financing feature is important in gaining independence. We think a fresh start 
in formation of a corporation also is desirable. 


[From the Oregonian, November 21, 1955] 
PRECEDENT OF TVA 


While Chief Engineer Eugene C. Starr of the Bonneville Power Administra- 
tion was telling a customers’ meeting here Thursday that the Northwest may 
have developed all its economic hydroelectric capacity within 20 years, the Ten- 
nessee Valley Authority was dedicating, at Kingston, Tenn., the world’s largest 
steam electric plant. 

The TVA situation should be noted by Northwesterners. The Kingston plant, 
costing $200 million, burning more than 4 million tons of coal a year, and generat- 
ang 1,600,000 kilowatts (more than any hydro project in the Northwest except 
Grand Coulee), is the fourth thermal plant built by TVA since 1951. It brings 
TVA’s steam generation to over 5 million kilowatts, compared with 3,500,000 
kilowatts of hydro. Three more big steam plants are under construction, while 
no more hydro is available. 

The Northwest’s thermal-plant future doubtless lies in perfection of the nuclear 
generating process, not in coal and oil. We agree with Mr. Starr that this is 
coming sooner than many think. But who will build the atomic plants which 
must assume the bulk of the load in this century? We believe a regional public 
power corporation should be formed with congressional authority to undertake 
this long-range obligation of blending hydro and steam. Piecemeal planning and 
development will not be adequate and no existing Federal agency has legal 
sanction to do the job. 
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[From the Oregonian, January 10, 1957] 
POWER CORPORATION BILL MERITS NORTHWEST STUDY 


The bill for a four-State Federal power corporation prepared by the Northwest 
Public Power Association for introduction in Congress is a bold and constructive 
measure designed to provide the basic energy resource for the region’s future. 

As such, it merits the study, discussion, and criticism of all interested citizens, 
without distinction as to political party or present views on public power and 
private power. Although this is the fourth draft of the proposal, it is not 
represented as being the final answer. Members of the Northwest delegation in 
Congress have promised to introduce it. By the process of hearings, the pro- 
posed legislation will be refined and clarified. 

This newspaper, which has been advocating a regional power corporation of 
this kind for the past 4 years, has reservations about some of the provisions of 
the NWPPA bill, whose master craftsman is Gus Norwood, executive secretary 
of the big public power association. But the Oregonian heartily endorses the 
introduction of the measure and urges Congress to give it careful consideration. 

We believe that a regional agency, providing its own power financing by the 
sale of revenue bonds, dedicated to comprehensive development of the multiple- 
purpose water resource and ready to move into the atomic power field as hydro 
becomes scarce and more costly, offers the best hope for the Northwest of main- 
taining its present low-cost energy advantage and meeting the employment needs 
of its people. 

The Columbia River Development Corporation bill proposes an aggressive 
middle way for powerplant construction and transmission at wholesale rates— 
midway between a Columbia Valley Authority patterned on the TVA, which 
would reach into the whole field of resources, and the proposed Columbia 
interstate compact, which would be only a planning and advisory body. 

The formation of such a Federal corporation could be expected to substitute 
action for inaction in the building of main-river dams and powerplants. It 
would substitute planned and comprehensive development for one-shot-at-a- 
time development by political pressure. It would provide adequate funds at low 
interest rates available as needed in place of in-and-out, up-and-down annual 
appropriations subject to the whims and delays of Congress. It would provide 
what has been seriously lacking in the Federal power program in the North- 
west—“home rule,” by the election of 4 corporation directors, 1 each from 
Oregon, Washington, Idaho, and Montana (the fifth, and chairman, to be ap- 
pointed by the President), but retaining congressional authorization for multi- 
ple-purpose projects. It would not take away from the Army engineers and the 
Bureau of Reclamation the privilege of constructing multipurpose projects, 
but it would absorb the Bonneville Power Administration and merge it into 
a planning, financing, and controlling corporation. 

The Bonneville Power Administration, which builds and operates the network 
of Federal transmission lines over which power from Army engineers’ and 
Bureau of Reclamation dams is sold at wholesale to utilities and industrial 
plants, was set up by Congress as a provisional agency. The Columbia River 
Development Corporation, which would obtain funds for new power generation 
by issuing revenue bonds secured by earnings of the Federal system, might also 
be a provisional agency. The bill provides that it could be taken over, if the 
four States should so decide, by an interstate compact. But this would be far 
in the future. 

There are three sections of the CRDC bill around which storms may be ex- 
pected to break: 

(1) The bill retains the Federal preference and priority clause, inasmuch as 
it calls for a Federal corporation. This page has not given up hope that a 
“utility responsibility” clause, which would provide more protection to privately 
owned utilities, could be substituted. But the driving motive behind the forma- 
tion of a regional corporation is to provide enough electricity for the needs 
of all—thus making the preference clause unnecessary. 

(2) The bill authorizes the regional corporation itself to draft a comprehensive 
power program for the Columbia Basin, and gives it a veto over construction 
of hydroelectric dams by private utilities or publicly owned utilities not deemed 
by the directors to be in conformity with such a comprehensive program. This 
provision needs a lot more study. The purpose of such a master agency must 
he, not to discourage proper development by other bodies, but to encourage it. 
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(3) The bill provides that the Federal Treasury must buy the regional corpora- 
tion’s bonds for the first 5 years of its existence, and thereafter if the effective 
interest rates of the bonds would be more than one-half of 1 percent in excess of 
the current average rate of interest on all outstanding marketable securities 
of the United States Treasury. This Treasury guaranty is a device to keep 
power costs low. But low interest rates could also be obtained by declaring 
such bonds tax free, thereby encouraging their sale in the open market. 

Additional details of the regional corporation bill will be discussed on this page 
from time to time. It is our hope that Northwest citizens will approach this 
significant proposal with an open mind, and that Congress will give it the con- 
sideration it deserves. 


[From the Oregonian, January 31, 1957] 
PROGRESS REPORT ON CRDC 


Word from Washington, D. C. is that the proposed Columbia River Develop- 
ment Corporation bill to establish a self-financing regional power entity in the 
Pacific Northwest received encouraging attention in Congress, the Department 
of Interior, and the Bureau of the Budget. Some changes will be made in the 
draft and the revised bill probably will be introduced by the Northwest dele- 
gation about June. 

This is a long-range program designed to relieve Congress of the annual ap- 
propriations for power phases of multiple-purpose projects in the Northwest 
and to authorize a Federal corporation to finance new projects, subject to con- 
gressional approval, by the issuance of revenue bonds. The prospect of self- 
financing, retaining as actual dam builders the experienced Corps of Engineers 
and Bureau of Reclamation, is attractive both to Congress and the administration. 

The original concepts of the bill carried to Washington by Gus Norwood, ex- 
ecutive secretary of the Northwest Public Power Association remain unchanged. 
The Northwest congressional delegation, rightly, is immediately concerned with 
getting an appropriation to start construction of John Day Dam as a Federal 
project. The Hisenhower administration has taken no position on the Federal 
corporation idea, although it has been on the study list of the Interior Depart- 
ment for several years. Bureau of Budget officials are interested in any sound 
plan to reduce Federal appropriations for regional development. 

The present thinking on a redraft is to retain the Bonneville Act and to amend 
it to make the Bonneville Power Administration into a Federal corporation, - 
subject to all provisions of the Government Corporation Control Act. The four- 
State agency would retain revenues from power sales—expected to reach $100 
million a year by 1961—and on this firm financing base would issue revenue 
bonds to finance new construction. 

We are advised that the Budget Bureau would be concerned about any pro- 
posal at this time for public sale of the large issues of bonds which would be 
needed for big, new hydroelectric projects. This is said to involve the apprehen- 
sion of such an agency rocking the boat of Federal credit in a delicate fiscal 
situation. This attitude is given as the reason for the plan to require the United 
States Treasury to take all such corporation bonds—at least for a few years. 

The sponsors of CRDC also encountered a constitutional block to the election 
of directors of a Federal corporation by the people of Oregon, Washington, Idaho, 
and Montana. The Directors would have to be appointed by the President. This 
was the original proposal of the Oregonian, in 1952. We also suggested that the 
governors of the State should recommend such appointees, and that residence 
and other qualifications should be established in law. 

Such a broad, new concept of regional planning, financing, and management of 
its major power resource will not be adopted overnight. The regional corpora- 
tion plan has great promise, however, not only for power development but for 
comprehensive treatment of related resource matters—irrigation, flood control, 
navigation, fish and wildlife, recreation, and pollution. This newspaper will 
attempt to keep its readers informed of developments. 
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{From the Oregonian, February 7, 1957] 


LEADERSHIP NEEDED IN BASIN DEVELOPMENT 


By Herbert Lundy, editor of the editorial page 


The concept of comprehensive development of the Pacific Northwest’s water- 
based resources on a region-wide basis is accepted as valid and necessary by a 
majority of thoughtful residents of the area. And what happens? Develop- 
ment leaders ride off in a dozen different directions, wasting man-hours and 
money and planning in competitive organizations and programs to accomplish 
acommonly sought goal. 

Why can’t the leaders of these competing and divergent groups sit down to- 
gether and try to find out if they can agree on a common program? 

As a step toward clarifying the confusion, let’s consider briefly the nature 
of some of these groups. 

1. The Columbia Basin Inter-Agency Committee. Its membership: The re- 
gional heads of seven Federal departments and agencies—Army, Interior, Labor, 
Agriculture, Federal Power Commission, Commerce, and Health, Education and 
Welfare; the governors of seven States—Oregon, Washington, Idaho, Montana, 
Wyoming, Utah, Nevada. (The governors rarely attend meetings, but have 
voting representative present. ) 

CBIAC reports to a Federal committee (commonly known as “Icewater”) at 
the Washington, D. C., level. CBIAC studies resource problems of the Colum- 
bia Basin, has subcommittees which make plans and reports, sometimes recom- 
mends Federal legislation. It is a planning and advisory group, without in- 
dependent funds, and with no power to finance, construct, or operate projects. 

2. Columbia Interstate Compact Commission. A proposed body not yet rati- 
fied by the seven States or by Congress, and not likely to be in the present 
political climate. The compact is an effort of the States to get together in 
basin planning and to bring common pressure to bear for the solution of water 
problems, including safeguarding of State rights. 3ut, if ratified, the compact 
commission would have no authority, under the present draft, to build or operate 
power projects or any other projects. It would be “recommendatory” only. 

8. Columbia River Development Corporation. A proposed four-State (Oregon, 
Washington, Idaho, Montana) Federal corporation. A bill to be submitted to 
Congress later this year would authorize a five-member Board to be appointed 
by the President to go into the power-generating business. It would absorb the 
Bonneville Power Administration and its network of transmission lines; it 
would be empowered to issue revenue bonds, guaranteed by the United States 
Treasury; it would provide financing for construction by other Federal agen- 
cies—the Army engineers and Bureau of Reclamation—of big hydroelectric 
projects and thermal plants, on authorization of Congress. Thus, it would make 
it unnecessary for Congress thereafter to appropriate funds for the power 
facilities of multiple-purpose projects. 

4. Columbia River Port Authority. An idea based on the example of the 
New York Port Authority, for a district embracing States bordering the Columbia 
in a district which would have self-financing. Although primarily concerned 
with navigation, such an authority could be utilized for other resource develop- 
ment, including power projects. 

5. Columbia Basin Municipal Corporation. This would have powers similar 
to those of the proposed Federal regional corporation and the port authority. 
It would be broad in scope, self-financing, and truly regional in character. It 
would be built from the grassroots, rather than being imposed from above, by 
Congress. 

Additional groups now working in the power field, with limited authority and 
without much coordination, one with the other, include the Federal action agen- 
cies, wholly dependent on Congress—Army engineers, Bureau of Reclamation, 
and Bonneville Power Administration—Pacific Northwest Power Co., an associa- 
tion of four privately owned electric utilities interested in building dams on the 
Snake and Clearwater Rivers; Puget Sound Utility Council, an association of 
public and private utilities seeking dams to build; Washington Power Commis- 
sion, a State agency now proposing a coal-fueled electric plant near Cle Elum; 
various individual private utilities and public bodies, working alone or in loose 
association to nail down their own power supplies without much consideration 
for the region as a whole. 
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Of the regional proposals listed, No. 3, the regional Federal Corporation 
sponsored by the Northwest Public Power Association, seems to offer the quickest 
avenue to action in meeting the area’s power needs. But it is limited to power 
promotion. Certainly, the broader, interstate approaches of some of the other 
proposals merit study and debate. But no serious attempt has been made to 
bring into one meeting the men and women most familiar with these ideas for 
regional development, by a regional agency. Who will take the lead? 





[From the Oregonian, May 9, 1957] 
TVA SELF-FINANCING 


' The United States Chamber of Commerce will get nowhere with its proposal 
) that the Government break up the Tennessee Valley Authority and sell it in 
pieces to private and publicly owned utilities. 

A far more realistic approach is that endorsed by the Eisenhower administra- 

tion, in principle, at least, that TVA be given authority to finance any addi- 
tional expansion approved by the Congress by selling revenue bonds. The goal 
of the administration, if not of all Members of Congress, is to end the necessity 
of appropriating funds for TVA’s widespread operations out of the Federal 
. Treasury. 
This is a sensible goal which this newspaper long has sought for the Pacific 
Northwest in construction of Federal power projects. It would not be neces- 
sary or desirable to establish a Columbia Valley Authority. All that is needed 
is a regional power agency, which would finance construction of the power facil- 
ities of multiple-purpose projects by public sale of revenue certificates. 

It may reasonably be argued that the Federal Government embraced too many 
phases of community development in TVA. But the United States Chamber 
will not find much public support, we believe, for handing over that great and 
beneficial public structure to private utilities. The reasonable middle ground 
is a self-financing Federal agency, from which the benefits of low-cost power 
would flow into the private capital economy. 
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[From the Oregonian, November 15, 1957] 
NORTHWEST Mutust REPLACE FEDERAL FUNDS 


People of the Pacific Northwest should note well the chart for Federal ex- 
penditures advanced by President Eisenhower in his Oklahoma City address. 
Contained therein is clear warning that the era of vast Government spending 
for regional projects is drawing to a close. The money is needed for national 
security. 

The President left no doubt that America will match and seek to surpass 
Soviet accomplishments in science and weapons. These staggering new expenses 
must be added to the security bill, which has been averaging $42 billion a year. 
Other places to cut expenditures must be found. 

“In the Federal Government’s civilian activities,” said President Eisenhower, 
“we shall have some tough choices. Some programs, while desirable, are not 
absolutely essential. In this I have reached a clear conclusion. While some 
savings may still be squeezed out through the wringer method, savings of the 
kind we need can come about only through cutting out or deferring entire 
eategories of activity. This will be one of the hardest and most distasteful 
tasks that the coming session of Congress must face.” 

Is there any doubt that the matter of Federal expenditures for multiple-pur- 

pose Columbia Basin projects will receive immediate scrutiny? Congress, last 
c session, appropriated $1 million to start construction of John Day Dam. Under 
the lash of Soviet accomplishments and threats, will Congress be willing to ap- 
f propriate more than $300 million to complete the project? Will it allow any new 
- starts for additional projects vital to the economic growth of the West? 
. It certainly may be argued that hydroelectric, navigation, flood control, and 
e irrigation projects are needed to strengthen the security muscles of the Nation. 
n But it also may be argued that there are other ways than by Federal appropria- 
tions to obtain most of these works. 
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The Northwest’s need for such projects, particularly power, has expanded far 
more rapidly in the past decade than Congress has been willing or able to ree- 
ognize in appropriations. Private investment has supplied some of the need 
and will supply more. But private projects do not always meet the continuing 
need for comprehensive development. 

For 5 years, the Oregonian has been urging the formation of a regional agency, 
either under Federal incorporation or interstate compact, which would remove 
much of the Northwest’s dependence upon Federal funds in water resources de- 
velopment. The time is overdue for action in this field. We do not need to be 
so dependent on Uncle Sam. We can plan, finance, build and operate projects 
such as John Day—and within a few years, atomic power projects—with only 
incidental sharing of expenditures with the Federal Goverment. 

This proposal for autonomy and expansion in the Northwest has met lethargy 
and resistance in several quarters, apathetic approval in others. Democratic 
political leaders, playing the Federal-aid game to the hilt, have shunned intro- 
duction of a bill drawn by the Pacific Northwest Public Power Association. 
Republican leaders, perhaps influenced by utility spokesmen, have expressed 
fear of public power and interference with private enterprise. 

Recently, representatives of the States have worked toward revision of the 
proposed Columbia interstate compact to make of it an action agency, capable 
of undertaking and financing projects with regionwide benefits. But they are 
a long way from agreement. 

If the Northwest is to be pinched off by Congress on Columbia Basin develop- 
ment—and this pinch started as far back as the Truman administration—it had 
better find some fresh leadership able to agree on a bold, new concept of regional 
self-sufficiency. This region can meet its most pressing problems if it has the 
will. It had better do so. The congressional breadline is going to be much 
shorter in this next decade. 


[From the Oregonian, December 28, 1957] 
REGIONAL POWER AGENCY CAN Do THE Jos 


The Oregonian welcomes Senator Neuberger’s announcement that he will intro- 
duce a Columbia Basin regional power corporation bill in the coming session. 
A thorough congressional examination of this proposal is long overdue. In our 
opinion, this is one formula for planned and comprehensive regional develop- 
ment, largely self-financed, on which leaders of both political parties, the Eisen- 
hower administration and a Democratic Congress can reach substantial agree- 
ment. 

In brief, the plan calls for: A new Federal corporation with directors elected 
or appointed from the Northwest States to absorb the Bonneville Power market- 
ing agency; this agency to finance the power costs of new multiple-purpose 
hydroelectric projects by selling revenue bonds backed by system earnings; the 
agency to be empowered to go into atomic generation when this becomes feasible ; 
Congress to continue to appropriate funds for traditional nonreimbursable costs 
assigned to flood control and navigation; the use of a portion of power revenues 
to assist irrigation to be continued, under congressional direction, possibly 
through establishment of a Columbia Basin account; the Federal and regional 
responsibility for fisheries and recreation, affected by dam building, to be recog- 
nized and met. 

There are, of course, many complex problems involved, none of which seems 
too tough to be solved, beyond this bare outline. 

One is the historic Federal preference clause which is retained in a bill pre- 
pared by the Pacific Northwest Public Power Association. Senator Neuberger 
favors modification of the preference to stimulate Federal power sales to indus- 
tries and for a better distribution of power consumption so that Oregon and 
other Northwest States will be more competitive with Washington. Private 
utilities and many who believe there is no longer any need, if there ever was a 
need, for preference, favor eliminating it entirely. 

Another is the need to obtain the lowest possible costs for power production. 
Revenue bond financing would cost more than congressional appropriations with 
repayment at interest. But a Government guaranty of such bonds would pro- 
vide a lower rate. Also, an agency which could plan its financing and construc- 
tion could build dams and power lines more cheaply than agencies laboring under 
the uncertainties and setbacks of congressional appropriations. In any event, 
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the Northwest is moving into a period when availability of large blocks of 
power is becoming more essential than obtaining the lowest rates in the 
Nation. 

It had been expected that a regional power corporation bill would be intro- 
duced in the past session by Senator Jackson of Washington. At the last 
moment he decided against it. Perhaps he thought it might be a political hazard 
in his race for reelection next year. Also, it has been argued that Congress 
might use the existence of such a bill as an excuse to refuse funds for John 
Day Dam. Since there will be great pressure in Congress against more funds 
for Northwest dams, due to the missiles program, we think more delay on the 
regional agency plan would be inexcusable. We must have the machinery to 
do the job for ourselves if the declining Federal interest evaporates entirely. 

There is no sound reason, in our view, why the Eisenhower administration 
should not support the Federal corporation plan for Northwest power. It al- 
ready has precedents. The President has proposed legislation in two Congresses 
to make the Tennessee Valley Authority a self-financing agency. The St. Law- 
rence Seaway Corporation legislation drafted by the administration embodies 
many of the same principles. The Eisenhower partnership idea fits the regional 

The Oregonian has been proposing establishment of a regional power 
corporation plan—this, indeed, would be a true partnership, between Congress 
and a regional authority in which Northwest States would have a considerable 
voice, Which would be governed by Northwest residents elected by the people 
or appointed by the President. 
corporation since 1951. It has been approved in principle by many individuals 
and groups. We believe it can be worked out and can become the most potent 
force for Northwest progress ever devised. Thus, we welcome Senator Neu- 
berger’s decision to introduce such legislation and believe that adequate hearings 
in Washington and in the region will show the strength of what is, essentially, 
a do-it-yourself project of great magnitude. 


{From the Oregonian, January 17, 1958] 
POWER PLANNING CHAOS 


The President’s budget for Northwest water projects illustrates again why 
this newspaper advocates a regional power corporation for comprehensive plan- 
ning and orderly construction of Columbia Basin power units with major self- 
financing by sale of revenue bonds. 

The $2 million item for John Day Dam in the Columbia would barely keep that 
needed project alive. The Eisenhower administration originally favored partner- 
ship construction of this dam, which is a link in the Federal system. But Con- 
gressman Sam Coon’s bill to effect that, with local utilities to be the cash-con- 
tributing partners, never got out of committee and Coon was defeated at the next 
election. 

The next administration budget did not include anything for John Day. But 
the Democratic Congress approved a token amount, $1 million, to nail down 
the project as a Federal undertaking. The administration accepted that, but in 
the present budget squeeze to provide more billions for arms without new taxes, 
only $2 million was asked for John Day. Only preliminary work could be 
done, if that figure should be accepted by Congress, toward construction of a 
$350 million project. 

Ice Harbor, Hills Creek and Cougar Dams, also given life by Congress without 
administration approval, fared better in the budget. But the administration 
policy again is “no new starts’”—a policy which Congress may accept, this time, in 
view of the new sums needed for missiles, earth satellites and the military gen- 
erally. That means postponement of Lower Monumental Dam, the next in 
a stairway of four to bring navigation to Lewiston on the Snake, and of Green 
Peter Dam on the South Santiam, another project, like Cougar on the South 
Fork of the McKenzie, originally labeled “partnership” by the administration. 

The President did include $196,000 to complete a Bureau of Reclamation study 
of feasibility of a high dam at the Pleasant Valley site in the Snake—a study 
sought by Secretary of Interior Seaton but forbidden by a committee of Con- 
gress last session. Here again, orderly planning has taken a beating from the 
political pull and haul between administration and Congress. Northwest Power 
Co.’s application for a lower dam at Pleasant Valley is before the Federal Power 
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Commission and a decision may be expected before Congress can act on the 
high dam survey item. The higher dam should have been studied long ago. 

The record of Federal planning and construction in the Columbia Basin is 
that of a drunken man staggering up hill on a windy day. Besides the tug- 
of-war between Congress and the administration, and between the political 
parties, there has been an underground cold war among the Federal agencies, 
including the Army engineers, Bureau of Reclamation, Federal Power Com- 
mission and Bonneville Power Administration, and a constant struggle be- 
tween public power and private power. 

We see no relief from this chaotic warfare which is strangling Northwest 
water resource development, in view of the space age requirements for more 
and more appropriations for arms to compete with Russia. The time is right 
for congressional approval of a single, self-financing Northwest agency to absorb 
the Bonneville Power Administration and take over planning and construction 


of multiple-use projects. 





[From the Oregonian, January 26, 1958] 


REGIONAL POWER BILL DESERVES ATTENTION 


When Senator Neuberger introduced a bill to amend the Bonneville Project 
Act for the purpose of establishing a Federal regional power corporation in 
the Northwest he made it explicit that the did so “by request.” The request 
was from the Northwest Public Power Association, whose executive secretary, 
Gus Norwood of Vancouver, has been the major draftsman of the bill, now in 
its seventh form. 

Senator Neuberger, joined by five other Senators, put in the bill as written, 
to obtain hearings by the Senate, Public Works Committee, of which he is a 
member, not only on this proposal but on his own bill to provide a second-place 
preference and priority for industrial sales of power from the Bonneville sys- 
tem. He does not believe the Norwood bill is adequate in that respect. 

The Oregonian, which has advocated formation of a regional power corpora- 
tion since 1952, also questions some of the provisions of the NWPPA bill, while 
indorsing its general purpose. This purpose is to set up a regional agency, 
complying with the laws governing other Federal corporations, which will have 
the power to plan and to finance, by the issuing of revenue bonds, large new 
hydroelectric and thermal power projects, and which would take over the 
Bonneville Power Administration (the Federal marketing agency) to get into 
business. 

The Norwood bill provides for presidential appointment of a 5-member board 
of directors, all residents of the Northwest for at least 5 preceding years, not 
more than 2 of whom shall be from any one of the 4 Northwest States. This Board 
would take possession of the Bonneville Power Administration within 6 months. 
But the Board could not be directed by the President to take possession of an 
existing Federal hydroelectric project until 5 years had passed. Mr. Norwood 
thinks the new corporation might never ask to take the dams and generating 
plants already functioning away from the Army engineers and Bureau of 
Reclamation. The corporation, of course, would assume the obligation of re- 
paying to the Treasury the balance of appropriated funds for BPA and the exist- 
ing dams, out of power earnings. The sums earmarked by Congress to assist 
irrigation would not be affected. 

It is conceivable that such a public corporation might wish to assume the 
remainder of the financing for a Federal dam partly constructed, but held back 
by niggardly appropriations (a condition now facing John Day Dam). The 
Norwood bill does not seem to give the regional corporation such a right, until 
5 years had elapsed. This should be clarified in Congress. 

The Oregonian also questions the provision of the Norwood bill which requires 
the Secretary of the Treasury to accept the bonds of the corporation, without time 
limit. Earlier, the bill had included a “seasoning period” of 5 vears, in which 
the Treasury would take the bonds. But thereafter, the corporation could sell 
its bonds on the open market if it wished. The 5-year period has been elimi- 
nated. The corporation, we believe, should be free at once to sell its bonds to the 
Government or to private investors, and the Treasury should also have authority 
to resell such bonds to the investing public. 
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The aim of the drafters, of course, is to keep the costs of financing new projects 
as low as possible, so that power rates will remain low. Interest rates on the 
open bond market now are high—but coming down. The corporation should 
not be tied to a single sales outlet—and that the United States Treasury. 
Private money may cost more than Government money, but a corporation not 
dependent upon the appropriation process also could build projects much cheaper 
than Federal projects now are built. 

(Incidentally, the Corporation would expect to continue to rely on the con- 
struction agencies of the Federal Government—the Army engineers or the 
Bureau of Reclamation, depending upon the kind of project involved—to have 
charge of building dams. Their use of private contractors would not be 
changed. ) 

The Norwood bill retains the preference and priority clause of the Bonneville 
Act. The need for this favoritism to public power districts and municipalities 
has disappeared. A reasonable utility responsibility clause guaranteeing fair 
treatment to all kinds of consumers, including industries, would be much better. 
This portion of the bill may get more attention than any other in Congress. 

The Oregonian is pleased that Senator Neuberger and others have introduced 
the bill. It deserves thorough and fair hearing of all arguments for and 
against, and careful consideration of proposed amendments to make the plan 
more acceptable to the diverse utility and consumer interests of the Northwest. 


The proposal cuts across party lines and should not be allowed to fall into a 
partisan pit. 
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After words ‘‘power producing facilities’? insert words Page 


“at any project” for clarification (Norwood) ‘ 49 
Insert word ‘‘Federal’’ after word ‘‘such’”’ in second sen- 

tence to clarify that Cor,oration is not to have au- 

thority over power from non-Federal projects halon h- 

west Public Power Association) - --- 47 
Change Board of Directors of Corpor: ition from 5-man 

to 3-man board (Cleaveland)_ i ec 405 
Salary of Chairman of Board of Directors should be 

increased to $20,500 (Civil Service Commission) - - - - 186 


3oard members should not be limited to long-time resi- 
dents of the Northwest and probably should not be 
full-time employees, excepting the Chairman 
(McKinley) __-- -- 146 
State residence require ments for C orporation bo: wd 
members should be changed to be merely regional 
(Seidman 487, 492 
Board of Directors should at all times inclide 1 
member from each of the 4 States (Northwest 


Public Power Association . <a : 47 
tepresentation for each State on Board of Directors 
should be assured (Coles) - 169 
No single State should be allowed to have more than one 
director on the Corporation Board (Senator 
Dworshak) " 458 


Board of Directors should be changed from full-time 

administrative board to a part-time advisory board 

with a full-time single administrator (Seidman) 487, 492 
Board of Directors might be changed from full time to 

part time, but should be kept a policymaking body, 

not merely advisory (Norwood 573 
Members of Board of Directors should be subject to 

removal by people of Northwest (Pacific Northwest 

Development Association) - 189 
Include preservation and propagation of fish and wild- 

life aa also recreation as specific values to be served 

by advance programs in sixth paragraph of sec- 


tion 2 (a) (Norwood)_-__-_-- aici ae 49 
Utility responsibility clause should be included and 

made firm, to define en responsibility to 

public (Lundy) _- 159-160 
Public utility re spt sibility y clause (see proposed i in draft) 

(Norwood) ________- : te 354 


“Net power requireme nts” should be specific: ally ‘defined 
to clarify the extent of the re" power 
supply responsibility (Norwood) _-_------ 574 
Add “or any international agency” to age neies with 
which Corporation may coordinate its water resource 
activities upon President’s authorization (Norwood) - 49 
Authority of Corporation in international negotiations 
should be made expressly advisory through State 
Department (specific language for two amendments 
suggested) (Department of State)_.....-..-------- 422 





422 
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2 (g) (5)--------- Authority of Corporation to purchase power from 
non-Federal publicly owned plants for integration 
and resale with Federal generation should be specifi- 
cally included (Washington PUD Association) ____-__ 

Oey (isc. wetee Power of Corporation to remove cases from State to 
Federal courts should not apply to cases involving 
Wher Tigts Creme) Oo. Ao. Sulcus... 

eo eee Preference clause is no longer generally necessary and 
should be removed, except as to smaller public 
agencies which require its protection (Lundy)---_-_-__ 

Preference clause should be amended to direct that 
Federal power be allocated among States on “fair 
and equitable”’ basis (Delzell) 
Preference clause should apply to distribution within 
sach State under ‘fair and equitable’ allocation 
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Page 
398 


159 


Atasintl 429-430, 436, 448-455 


among separate States (Delzell)_....-.._______- 467-468 
Rs ester rwaness Rate control should be made a function of FPC (Fed- 

eral Powet Commission) iio. got ceo. 199 
SO). eek J Cost allocation of projects should be made a duty of 

FPC (Federal Powe r Comnieaosyorr. .. =... 199 
PRO) So eww weuwe Consultation with FPC and other Federal agencies with 


respect to power and other features of proposed 
projects should be required (Federal Power Com- 
UNAIDS) acticin sree oie atin ae te Ae i aa ican so tn ct 
Costs and benefits of projects included by Corporation 
in advance programs should be computed for the 
economic service life of eac h project (Norwood) - 
Change ‘“‘ultimate’’ to “major’’ in second paragraph of 
section 7 (a) referring to the objective of the ve 
ration’s advance programs (Norwood) - - as 
Restriction against “unnecessary limitations upon 
multiple-purpose use’’ of water resources should be 


198 


stricken or clarified (Federal Power Commission). 199-200 


Flood-control objective of 600,000 cubic feet per second 
for 1894 flood should be stricken (Ronan, Mont., 
Chamber of Commerce) __....------------- 

7 (Bb). coe: Requirement of approval by Corporation for construc- 
tion of dams in Columbia Basin should be removed 
as in conflict with FPC licensing authority (Federal 
Power Commission) -- 

Areas of conflicting jurisdiction | between Federal 
agencies should be clearly resolved (Federal Power 
Commission) 

Approval of Corporation should not be neque’ for 


201 


ier te wx _..-.-. 195-200 


o . 198-199 


small single-purpose projects (Coles)_._.__ 170-171, 174-176 


Approval of Corporation should not be required for 
small dams, such as those constructed under the 
Watershed Protection and Flood Prevention Act 
(Secretary of Agriculture) _..........--.-----. 

Requirement of approval by Corporation of any dam 
in Columbia Basin might be modified to limit Cor- 
poration’s authority (Norwood) -__.....-.-.-------- 

Approval or veto power over any non-Federal project 
in Columbia Basin might be changed mere ly to per- 
mit Corporation to intervene in any FPC license 
proceeding (Northwest Public Power Association) --- 

Requirement of approval by Corporation for construc- 
tion of dams in Columbia Basin should be changed to 
give Corporation authority to intervene in FPC 
license proceedings (Washington PUD _ Asso- 
CintIOR SOA. Us Beas). Zee... ss 

4 (C)... 2221202 Construction of projects and power facilities included 
in annual budget program approved by Congress 
under Government Corporation Control Act should 
be authorized by act (Norwood) 


Pa kinwcawewas Compensation of advisory council members should be 
specified or limited to $50 per day (Civil Service 
COMMIINNION 355 ot cntcndancw anes cae weweedan 186-187 


421 


574 


48 


399 


49 
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Be th) us). Sean Ikixemption of Corporation from Classification Act and 
employment rules and regulations should be omitted Page 
(Civil Service Commission) -__-__ ~~~ ---- ee 187 

Exemption of Corporation employees from Classifica- 
tion Act of 1949 should be removed (Seidman). ‘ 488 


Change ‘‘contracts’’ to “agreements”’ in collective bar- 
gaining provision of section 10 (a) (Civil Service 


Commission) _- - - - A es 187 
LD 6). cies ._.. Federal Employees’ Compe nsation Act application to 

Corporation employees should be clarified (see draft 

of language) (Secretary of Labor) ___- ie . 202, 203 
10 (d)________-__ Davis-Bacon Act application to Corporation contracts 

should be clarified and improved (see draft of lan- 

guage) (Secretary of Labor) 202-204 


Control over payments withheld from contractors under 
Davis-Bacon Act should be left in Comptroller Gen- 
eral (Secretary of Labor) . . 203-204 
Requirement that Secretary in m: king | wage determina- 
tions give due regard to rates secured by collective 
bargaining should be stricken as unnecessary (Sec- 


retary of Labor) nee ncan, 203204 
11 (a)___......__ Provisions for priority of claims on revenues is un- 

necessary unless obligations are to be sold to — 

(Seidman) _ __-- rae 188 
11 (b) (1)_------- Provisions for priority ‘of claims on finances is unneces- 

sary unless obligations are to be marketed to public 

(Seidman) ______- 488 
12 {) GB) aidesee: Rate of interest on obligations should be changed from 


fixed 24-percent rate to the average rate for each 

year on all outstanding marketable interest-bearing 

obligations of the United States Treasury (North- 

west Public Power Association) ____- Pro 17 
Fixed interest rate provision of section 11 (b) (3) should 

be deleted and Corporation authorized to sell obliga- 

tions in the market (Secretary of the Treasury) _- 193 
Interest rate of Corporation obligations should be tied 

to long-term borrowing rate of Federal Government 

at time investment is ineurred (Federal Power 

Commission) ___ - -- 200 
Fixed interest rate on Corpor: ation ‘obligations should 

be removed and replaced by flexible provision for 

determination of rate by enh. of the Treasury 


(Seidman) _-__-_-_- ad : _.. 488, 489 
11 (b) (6)___.__- Provisions for consultation with Tre sasury are unneces- 
sary unless obligations are tc be marketed to public 

(Seidman) eoiyBeton co Cdecdde Ads 188 


Corporation should be placed in the same » position as 
other Government corporations with respect to issu- 
ance of obligations by deleting proposed section 11 
(b) (6) (Secretary of the Treasury)____..______--_- 193 
11 (b)—(e)_.__.__._ Financial controls of Secretary of the Treasury under 
Government Corporation Control Act should all 
apply to Corporation, without exception of control 
over public sale of corporate obligations (Seidman) 189 
11 (ec) (1)-(3)_.-- Corporation should be placed in same position as other 
Government corporations with respect to issuance 
of obligations by deleting proposed section 11 (c) 


(1)—(3) (Secretary of the Treasury) a3 : 193 

LE 1) 424.045 Authority of Secretary of the Treasury to purchase 
obligations of Corporation should be made discre- 
tionary (Secretary of the Treasury) -_- 193 


Authority to borrow from Treasury should be deleted 
or made discretionary in Secretary of the Treasury 
if Corporation is to be financed primarily from non- 
Federal sources (Seidman) -_-_ ~~ -~- Speed hae 189 
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Peet 2 OE Non-revenue-producing features built by Corporation 
should be financed by annual appropriations and not 
by ‘credits’ against funds owed to the United States 
NN in en Sere a te Gas raat es ee 

ey te 5. cere Method of determining value of Government’s invest- 
ment in power facilities to be transferred to Corpora- 
tion should be made specific (Seidman)________-_-- 

11 (general)____-- Debt total of Corporation should be subject to definite 
statutory: limit: (eeInmen) 03 oh naan ect ees ore 

It should be clarified that Corporation revenue bonds 
can be sold oo to the United States Treasury 
COP WISE No 5 ao ot ae an ade ekeenadomewree 

1 re Time limitation (5 years after Board assumes office) on 
when President may find it desirable for Corporation 
to take over all properties of Columbia River power 
system should be removed (Northwest Public 
Ce EES ED EE ES EEE 

Permit transfer of properties from other r agencies as soon 
as Board is sufficiently organized to provide efficient 
management, without 5-year waiting period (Farm- 
ers Union Local No. I inci auttnuiinakesataies 

Time of transfer to Corporation of properties other than 
those of BPA should not be left indefinite (Seidman) _ 

Control of GSA over property leasing should not be 
changed (General Services Administration) 

RO AD oid warn m Delete provision for interstate compact takeover 
(Farmers Union Local No. 429)___._..._-----_---- 

General. so cecs=s Nonpower functions of Corporation should be made 
subject to a complete set of statutory policy direc- 
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489 


489 
489 


573 


47 


418. 
487 


intr sieektsn 185-186 


418 


tives to guide action in those fields (McKinley)... 145-146 


Coordination of Corporation activities, such as planning 
advance programs, with other agencies concerned 
should be required under definite procedures 
(NEO MMNIOY) 5 ns oo eee can cceeacennccesouusuee 

Single-purpose nature of Corporation as solely power 
agency is objectionable. Multipurpose develop- 
ment should be specifically required (Coles) 

Existing agencies’ experience and knowledge should be 


146 


ier 169-170 


I I i ra aah hla ss be eg 170 
Power to take over existing utilities should be specifi- 

cally denied to Corporation (Coles) __.....-------- 170 
Local control should be increased (Coles) _-_--------- 172 
Irrigation rr a should be strengthened 

(Coles) ; eae Lt 
Noseeer water resource deve lopme nt requires greater 

emphasis (Bureau of the Budget) seg a Seated eee 185 
Federal Power Act should be expressly excepted from 

impairment or modification (Federal Power Com- 

SININD 5h  s e a e bihare ae _..----. 198-199 
Areas of conflict between State and Federal jurisdiction 

and between Federal agencies should be clearly re- 

solved (Federal Power Commission) _..--....----- 198-199 
Indian treaty rights should be protected from arbitrary 

action by Corporation (Ronan, Mont., Chamber of 

Commerce) - -_-- anit bait ae iactlpatate naan 200-201 
Interstate compact is first essential in solving water 

resource problems in Columbia Basin (Senator 

Dworshak) --.- - -- soil tWR as Su 3 << ds bs Sa ws Katalin ce hee ree 459 
Authority of Corporation should be only commensurate 

with its responsibilities (Seidman) __--_-...-.-.------ 486 
Corporation’s functions should not overlap those of 

other agencies (Seidman) _______-__-_- s Le 487 
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